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FOOD AND AGRICULTURE IN THE SOVIET UNION, 1917-48: 


M. K. BENNETT 


ENTRAL questions in the minds of 
those outside the Soviet Union 
who seek to understand that na- 

tion in terms of long-run developments 
have long been: How is this vast experi- 


* This article might better have been written by 
another author. Unconversant with the Russian 
language, I have nevertheless felt justified in under- 
taking it for three reasons: that, in the course of 
the last twenty years, I have had occasion to en- 
gage in close editorial collaboration on several books 
by two highly competent students of Soviet eco- 
nomics, my present colleagues, Vladimir P. Timo- 
shenko and Naum Jasny; that their findings, as yet 
in considerable part unpublished, are not likely soon 
to be woven together and summarized by them; 
and that the findings seem of sufficient interest and 
significance to be made public with a minimum of 
delay. The summarization here given is based 
mainly on the following four works: (1) V.P. 
Timoshenko, Agricultural Russia and the Wheat 
Problem, 2 book of 571 pages published in 1932 by 
the Food Research Institute; (2) V. P. Timoshenko, 
Soviet Agricultural Reorganization and the Bread- 
Grain Situation, a 68-page issue of Wheat Studies of 
the Food Research Institute, published in 1937; (3) 
Naum Jasny, “The Socialized Agriculture of the 
USS.R.: Plans and Performance,” a book of some 
800 pages now in proof, to be published shortly 
by the Stanford University Press; and (4) Naum 
Jamy, “Soviet Planning,” an article of some 36 
typed pages, not yet scheduled for publication. 
While the summarization given here is my own, the 
substance originates with my colleagues. They have 

the manuscript critically, state that it does 
Rot misrepresent their views in any significant re- 
Spect, and feel that it is appropriate for publication. 


ment in a centrally planned economy— 
socialized on the Russian model—work- 
ing out? What does it accomplish for the 
millions of people who have now lived in 
it for more than three decades? Does one 
find in the historical record evidence of 
the gradual emergence of a stable, well- 
balanced, and strong economy; or is 
there evidence of persisting insecurity 
and precariousness, of repeated emergen- 
cy patchwork, of uneven and irregular 
development? 

The following broad and somewhat 
sketchy review of developments since the 
period preceding World War I, when the 
Soviet Union was czarist Russia and had 
not become a socialized state with a 
planned economy, refers to only a few 
major economic indicators, of the sort 
which help to tell whether a national 
economy is progressing as an economy. 
The impressive fact which emerges from 
the review is that great military power, 
and the industry to support it, has been 
generated during the last three decades 
in the face of a food situation which re- 
mained precarious and of a level of real 
wages which remained very low. The 
normal course of national economic de- 
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velopment is rather that industrializa- 
tion, military potential, real wages, and 
security and abundance of food supplies 
all increase together. 


I 


About the expansion of Soviet indus- 
try little need be said here. Practically 
everyone takes it for granted that a great 
and central achievement of the Soviet 
Union has been that of industrializing 
the country. And, indeed, the fact of a 
great increase in some branches of indus- 
trial and mining production is indicated 
by Soviet statistics, with which there ap- 
pears to be no quarrel, at least so far as 
they apply to physical volume. For ex- 
ample, indexes of output of coal, petro- 
leum, cement, and pig iron—all basic items 
for general expansion of industrial output 
—show that in 1940, the year before the 
U.S.S.R. entered World War II, the out- 
put of coal was more than five and a half 
times larger than in 1913; the output of 
cement and of pig iron were each three 
and a half times larger; and the output 
of crude oil was three and a quarter times 
larger. Everyone is aware of remarkable 
increases in the output of tractors and 
combined harvester-threshers; of consid- 
erable though lagging output of trucks 
and of railroad-building; of vast growth 
of cities and hence of factories and (with 
a great lag) of urban houses; of the con- 
struction of huge hydroelectric installa- 
tions. 

There is every reason to believe that 
the rate of growth of industrial output 
since 1913 must greatly have exceeded 
the rate of growth of total population. 
The population in 1940—if one considers 
comparable territory—can hardly have 
been appreciably more than a fourth 
larger than it was in 1913, while the out- 
put of the items for which we have evi- 
dence suggests that total industrial pro- 
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duction was, very roughly, from three to 
six times larger in 1940 than in 1913. 
Even lacking adequate figures, no one 
could reasonably doubt that industrial 
and mining output increased between 
1913 and 1940 at a rate far greater than 
the increase in population. It may have in- 
creased two or three times faster, or con- 
ceivably the relative rate of increase may 
have been greater still. The precise rates 
do not matter for present purposes. The 
hardly questionable fact is that indus- 
trial output grew much more rapidly 
than population. No doubt the raée of 
growth was larger than in the United 
States, where industrial production in- 
creased by roughly 75 per cent from 1913 
to 1940. But the United States began this 
race, if it is one, from a much higher in- 
dustrial level in 1913. Industrial output 
per capita in 1940 remained far lower in 
the U.S.S.R. than in the United States. 

Over the whole period from 1913 to 
1948, however, there cannot have been in 
Russia a steady and uninterrupted 
growth of industrial output. There is no 
question about a severe drop following 
World War I, extending perhaps from 
1917 to 1920 or 1921. There is not much 
doubt that subsequent recovery to the 
1913 level did not occur before the later 
1920’s. Then the pace of increase became 
rapid. Jasny thinks that Soviet industrial 
output increased by threefold between 
1928 and 1938. But rates of increase were 
slower from 1938 to 1941 than had been 
true a decade or so before. Beyond any 
doubt there was a great decline during 
World War II; one student? gives figures 
indicating that the low point of 1946 was 
only two-thirds of the 1940 figure, and it 
may have been lower. There is good rea- 
son to think that industrial output in the 


* Harry Schwartz, “Soviet Postwar Industrial 
Production,” Journal of Political Economy, LVI 
(October, 1948), 441. 














wrremormrof" 


orn ® 


il 











FOOD AND AGRICULTURE IN THE SOVIET UNION 187 


most recent year, 1948, had regained the 
peak preceding World War II and was 
therefore very much above the level of 
1913, whether one takes it in the aggre- 
gate or as per capita of the population. 

Yet one ought to pause here to ask the 
question: Industrial output of what? Of 
shoes, of clothing, of blankets and dishes 
and stoves and furniture and carpets and 
curtains, as well as of armaments, of ur- 
ban buildings, of hydroelectric plants, of 
agricultural machinery, of coal and 
cement and petroleum? It seems impos- 
sible to give precise answers. But, from 
what evidence there is, it is necessary to 
conclude that the output of consumers’ 
goods increased, from 1913 to 1940 or 
from 1928 to 1938, much less rapidly 
than the output of the other items. If 
consumers both rural and urban gained 
physical comforts and conveniences from 
the tremendous upsurge of general indus- 
trial production, the gain must have been 
small; and there may, indeed, have been 
no gain at all. One must also remember 
that, while factory output of household 
goods rose, the output of such goods by 
household industry fell. Textile output— 
cotton, wool, and linen—is known to 
have risen by only about a fourth be- 
tween 1927 and 1937. Soviet policy gave 
priority to the expansion of military pow- 
er and heavy industrial equipment. One 
need not say that Soviet planning delib- 
erately aimed to keep at a low level the 
per capita availability of consumers’ 
goods produced by industry. The inten- 
tion, not to speak of the plan, may have 
been different. But the outcome, up to 
the onset of World War II, was, so far as 
can be judged, to leave the mass of con- 
sumers little or no better off with respect 
to simple household conveniences than 
had been true in the late years of the 
czarist regime. The production potential 
for increased per capita availability of 


these things had perhaps come into being 
—but not the actuality. And if it is true 
that availability of consumers’ goods 
produced by industry increased little or 
not at all, then it must be said that the 
large expansion of heavy industry and 
mining was achieved in the face of a per- 
sistently low level of real wages—unless 
it can be shown that the food available 
to consumers increased in quantity or 
improved in quality. Later we shall see 
that this did not occur. 


II 


Turn now to the question of popula- 
tion growth. It is indeed a question, for 
censuses were taken only for the years 
1897, 1926, and 1939. Yet there are inter- 
censal estimates, good enough apparent- 
ly to justify the conclusion that the pop- 
ulation within the territorial boundaries 
of 1939 had grown from about 133 mil- 
lion people in 1912 to about 170 million 
in 1939—an increase of something less 
than 30 per cent. The growth, however, 
was uneven. World War I, followed by 
revolution, civil war, and famine, caused 
a positive loss of population—from about 
138 million in 1914 to 133 or 134 million 
early in 1922. Hence the increase of pop- 
ulation from 1922 to 1939, only seven- 
teen years, was very nearly as large as 
the increase from 1912 to 1939, a twenty- 
seven-year period. The great growth 
from 1922 to 1939, however, was not at 
an even pace. We know that it was 
slowed down, at least, in 1932-33 by high 
death rates accompanying famine. The 
great drive of the peasants into collective 
farms in the decade 1929-39, with its ac- 
companying deportations and herding of 
people into concentration camps, can 
hardly have failed to contribute toward 
making the rate of population growth 
considerably slower in those years than 











it was in the period of recovery from 1922 
to early 1929. 

There was probably a net loss of popu- 
lation during World War II, and it may 
not yet have been recovered. Within 
present boundaries, the 1941 population 
was quite or nearly 200 million people. 
But the number is thought to have been 
at most 195 million in about 1946, and 
may well have been only 185 million. 

Industrialization greatly increased ur- 
banization. Before World War I, in 1914, 
the population was about 82 per cent 
rural and only 18 per cent urban. With 
war and revolution the urban fraction, 
which had risen to 22 per cent in early 
1917, fell to 15 per cent in the late 1920's. 
By 1926 it had recovered only to about 
17 per cent, by 1931 to 20 per cent. Jas- 
ny, in his forthcoming book on ‘“‘The So- 
cialized Agriculture of the U.S.S.R.,” 
estimates that between 1926 and 1939 the 
rural population, when defined as farm 
population, may have declined from go 
to 80 million people, while the nonfarm 
population may have risen from 57 to gt 
million. Here was truly a social revolu- 
tion, especially because most of this great 
shift occurred in six or seven years be- 
tween 1931 and 1939. The furious move- 
ment of population, the urban over- 
crowding and feverish search for the con- 
struction of urban housing, positively 
stagger the imagination. It implies an 
enormous problem—in a socialized and 
completely managed economy—in pro- 
viding food for the swelling urban popu- 
lation. The obverse of that problem was 
to collect the food from the farm popu- 
lation. 

III 


Something must next be said about 
food in the Soviet Union and in the Rus- 
sian Empire as well. No one should sup- 
pose that the rank and file of the popula- 
tion in the territory now covered by the 
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Soviet Union ever ate as well, in identical 
years, as have the rank and file of the 
population in the United States or, for 
that matter, most European countries. 
There can be no doubt that even in the 
best five-year period of the last four dec- 
ades the Russian population on the aver- 
age had to resort to grain products and 
potatoes for more than 70 per cent of the 
calories (the energy) in the food they ate. 
Coarse rye bread, wheat bread, porridge 
of various sorts, dried legumes, and pota- 
toes made up the bulk of their diet. There 
is not much room for meat, milk, eggs, 
and fish—items cherished by them as 
well as by us—when well over 70 per cent 
of the calories come from grain products 
and potatoes. In this country the diet 
consisted of grain products and potatoes 
only to the extent of 44 per cent before 
World War I and only to 29 per cent just 
before World War II. Not even in the 
best years of the last forty or so was the 
Russian diet nearly as diversified and 
palatable as the average American diet— 
or, for that matter, the English, Canadi- 
an, German, or French. Such heavy de- 
pendence upon grain products and pota- 
toes is evidence of relative poverty. 

The poverty of the Russian economy 
can be shown in another way. A well-to- 
do nation is prone to devote a rather 
large fraction of its grain supplies, wheth- 
er domestic or imported, to the feeding of 
cattle, hogs, and poultry, which produce 
the animal products which well-to-do 
populations can afford to eat. Here in 
this country we use 72-81 per cent of the 
weight of our total grain crop as feed for 
animals. This counts as feed the offals— 
the bran—of all grain milled. In the Sovi- 
et Union it was not possible even in a 
good crop year like 1927-28 to use more 
than 33 per cent of the grain crop as feed; 
and the bulk of this was used to produce 
essential animal draft power. The Rus- 
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sians have no recourse but to eat very 
nearly all the grain they produce. They 
cannot afford to process it into edible 
livestock products. Moreover, they find 
it important to save for feed the straw 
and the chaff of grain, which we think of 
mainly as either sheer waste or fertilizer 
or bedding for animals. 

In attempting to appraise changes in 
the Russian food situation over the last 
forty years, it is obviously important 
first of all to keep one’s eye on the chang- 
ing supplies of grain, for grain is the most 
important part of the food supply. Pota- 
toes need some attention, oilseeds some, 
animal products more, sugar less. The 
vegetables and fruits, though they pro- 
vide variety, do not serve well to satisfy 
hunger. 


IV 


Keeping an eye especially on the core 
of the Russian diet, grain, we may next 
consider briefly the evidence on the ma- 
jor fluctuations in the food supply per 
capita. 

The czarist pre-World War I period, 
1909-14, may for this purpose be taken 
as “normal,” more for the convenience 
of having a word to describe it than for 
any other reason. It was a period without 
famine and of relative abundance of food 
per capita as compared with earlier 
years. At that time Russia, though poor 
and rurally overpopulated and accus- 
tomed to a diet very modest in variety as 
compared with that in the United States, 
was able to export over 10 per cent—an 
appreciable fraction—of her wheat and 
rye crops without exceptionally pinching 
the home population. It is to be reckoned 
that per capita food use of grains then 
amounted to about 570 pounds per year, 
implying probably not less than 500 
pounds of grain products—flour and so 
on—per year. At this time consumption 





of grain products per capita in the United 
States was about 300 pounds. Since we 
could afford much more meat, milk, eggs, 
fats, and sugar, to say nothing of minor 
items, we consumed much less of the 
grain products. 
For a few years after the Bolshevik 
Revolution of 1917 and during the civil 
war, the amount of grain products avail- 
able per capita sank year by year until it 
reached a low point about 1922. The re- 
duction came in spite of practical cessa- 
tion of grain exports and in spite of fam- 
ine relief provided by other nations, con- 
spicuously the United States. The famine 
was surely among the worst in the twen- 
tieth century, not to overlook events in 
either China or India. People fled from 
cities, as the population statistics show; 
and the total population was reduced by 
4 or 5 million persons between 1914 and 
1922. Deaths, largely from famine, of 
course exceeded this figure, because 
there are births in famine as in other 
years. We do not know at all exactly how 
far below the prewar “normal” of 500 
pounds of grain products the per capita 
consumption may have fallen in the 
worst year, which was the crop year 
1921-22. We can reckon, however, since 
wheat and rye production in the larger 
part of the national territory fell between 
the average of 1909-13 and the crop of 
1921 from about 44 to about 18 million 
tons, that the decline in the nation as a 
whole must have been by more than half. 
Official sample surveys showed that the 
per capita grain-product consumption 
fell less than this, by about three-tenths, 
because exports ceased, and there was 
some room for people to eat feed grain 
and much of the customary offals of mill- 
ing, as always happens in famine areas. 
In any case, the decline in per capita 
grain-product consumption must have 
been very large. Nor could this have been 
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offset by increased consumption of other 
crops, since they too declined in output 
and the herds of animals were reduced. 

With the crop of 1922, improvement 
set in. It may well have been fostered by 
the so-called “New Economic Policy,” 
promulgated in the spring of 1921, of 
which a feature was to cease to confiscate 
completely the agricultural surpluses of 
peasant farmers and instead to introduce 
a tax in kind which left a good deal of 
produce at the producer’s own disposi- 
tion. A stimulus to farm productivity 
was intended. The ensuing period of rap- 
id recovery lasted for about five years. 
The crop year 1927-28 may be taken as 
the terminal one of this phase of develop- 
ment, because shortly thereafter the New 
Economic Policy was abandoned and the 
Drive for Collectivization substituted for 
it. In 1928 was launched the system, now 
so familiar, of setting up five-year plans. 

In the crop year 1927-28 it seems quite 
probable that per capita consumption of 
grain products had recovered very close 
to the 1909-13 level of some 500 pounds. 
There had been a sufficient increase of 
production, coupled with a decline of ex- 
ports, to provide nearly as much grain 
products per capita in 1927-28 as had 
been available in czarist times. Also, 
there was available as much or more 
grain for feed than in czarist times; and 
by 1928—indeed, from 1925—there were 
more cattle, hogs, and sheep in the coun- 
try than there had been in 1916. One may 
reasonably suppose that meat and milk 
production had by 1927-28 recovered 
enough to justify the statement that, in 
1927-28, the population was about as 
well fed as it was before World War I, 
though not appreciably better fed. And 
in this year or a little earlier, industrial 
output had recovered to its czarist level, 
while the fraction of the population clas- 
sified as urban was close to its czarist 
figure. 
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With this economic situation the 
Soviet government was not content. 
Whether swayed by Marxist doctrine or 
moved by other reasons, it launched the 
Drive for Collectivization. Peasants— 
twenty million or so households—were to 
lose individual ownership of land and, so 
far as they then knew, of livestock; the 
wealthier peasants, most of whom would 
have looked poverty-stricken to us, were 
to be “liquidated as a class.” No attempt 
need be made here to describe the intri- 
cate machinery or the appalling human 
suffering involved in this collectivization 
drive. The economic effects, and the 
techniques of economic planning behind 
it, are enough to consider. 

The drive was part and parcel of a 
greatly stepped-up effort to industrialize 
the country. Industrialization of a nation 
can be speeded up only if capital accumu- 
lation and investment are accelerated. 
The Soviet government chose not to at- 
tempt to borrow capital from abroad but 
literally to squeeze it out of a population 
already poor. Rapid industrialization by 
this route involves a stimulated popula- 
tion movement from farms to the urban 
centers—perhaps some entirely new ones 
—where manufacturing can occur; and, 
if this happens, it becomes essential to 
feed the urban population. The farmers 
must not be left in a position, when they 
have a short crop, of eating it themselves 
without sparing enough for the nonfarm 
population. The great industrial expan- 
sion in the Soviet Union after 1928 was in 
fact mostly squeezed out of the peasants 
who worked the land. It was by no means 
provided by them of their own free will. 

As a preliminary to sketching the 
mechanics of this squeeze, it seems best 
to summarize the results. Taking the 
sweep of years from 1928 to 1940, indus- 
trialization proceeded at a tremendous 
rate, possibly decelerated after 1937 but 
not seriously interrupted. The urban cen- 
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ters were greatly enlarged while the farm 
population shrank in numbers. 

Agriculture, however, lagged to such a 
degree that improvement was at best 
very slight. On being herded into the col- 
lective farms, the peasants very natural- 
ly killed and ate a great deal of their live- 
stock. It was their hard-earned and 
cherished property, and they wanted at 
least to get something out of it rather 
than to lose it entirely. Very likely they 
would have done similarly with land if 
that had been physically possible. Fur- 
thermore, many animals perished after 
collectivization from sheer mismanage- 
ment of feeding and breeding by the new 
managers, better versed apparently in 
politics than in animal husbandry. The 
number of cattle on farms fell from 70 
million in 1928 to 39 million in 1933; of 
horses, from 33 million to about 16 mil- 
lion; of hogs from 26 to 12 million; of 
sheep and goats from 150 to 50 million. 
The amount of draft power available on 
farms, in spite of substitution of mechan- 
ical power for horses and oxen as rapidly 
as the government could manage, fell by 
25-30 per cent between those years. 

The effect on the all-important grain 
crops, following the accident of good 
weather and a resultant high yield per 
acre in 1930, was a series of poor crops. 
From 1931 through 1936, only one crop 
was larger than those of the precollec- 
tivization period, 1925-28. The year of 
shortest grain supply was 1932. Jasny 
reckons that grain available for food then 
fell to roughly 80 per cent of the 1927-28 
level. With output of animal products 
also down, there was famine, though it 
was rather localized in rural areas, most- 
ly in the southern fringe of the country. 
General population growth was consider- 
ably retarded. The impact of the reduced 
amount of farm power showed up less in 
the area sown to grain than in the yield 
per acre. It was adequacy of cultivation 


which suffered most. Fields became ex- 
tremely weedy, and the yields per acre 
of grain very low. It was years before 
this situation was corrected. 

But improvement began in 1933. The 
grain crops of 1937, 1938, and 1939 were 
all above the precollectiviziation level, 
and both area and yield were up, al- 
though the area had not shown any tend- 
ency to rise since 1931. The crop of 1937 
was extraordinarily large, a reflection of 
unusually good weather. By 1937 or 
1938, however, and indeed by 1940, there 
were not so many cattle, horses, and 
sheep on farms as there had been in 1928; 
only the hog count was about as high or 
somewhat higher. Horses had been re- 
placed by mechanical power, so that the 
total amount of farm draft power was 
some 5 per cent larger in 1938 than it had 
been just before the collectivization drive 
began a decade before. The amount of 
draft power per acre of cropland, how- 
ever, did not rise. The slaughter weights 
of the reduced number of cattle and 
sheep, and of the similar or larger num- 
ber of hogs, were appreciably lower in 
1938 than in 1928. Total output of meat, 
of milk, and of eggs had fallen; therefore, 
per capita output had fallen more. 

To sum up the food situation in 1938 
and in the next few years before World 
War II, one must say that somewhat less 
grain was then available per capita than 
in 1928; considerably less was available 
of animal products per capita; less was 
available of the principal food oil, sun- 
flower seed; and more was available only 
of potatoes and sugar. The successes of 
governmental intervention in agriculture 
emerged most obviously with reference 
to sugar beets and to the nonfood crop, 
irrigated cotton. But sugar output ex- 
panded because of acreage increase, not 
because of skilful management leading to 
higher yields. Increased output of pota- 
toes, on the other hand, represented the 
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efforts of peasants to grow what food 
they could on the little plots outside the 
collective farms which they were allowed 
to operate for themselves. 

The food situation of the nation in 
1938-40, just before World War II, was 
clearly one of less abundance and variety 
than had prevailed in the most favorable 
years after the damage caused by exter- 
nal and civil wars was made up—that is 
to say, in the three years or so preceding 
the collectivization drive beginning in 
1928. Food quality even after the bump- 
er crop of 1937 was poor. By official edict, 
bread had to be as heavily soaked with 
water as it could be, like a full sponge, 
and the same with sausage. That permit- 
ted a happier statistical story about 
weight of food available. Since even in 
the relatively favorable precollectiviza- 
tion years food was hardly more abun- 
dant and varied than it had been in czar- 
ist times, it is proper to say that, up to 
1941, the experience of socialized control 
during nearly two and a half decades had 
resulted in deterioration rather than in 
improvement of the food supply. Since 
food constitutes a large part of the real 
wages of Russian workers, it is proper to 
say that great strides toward industriali- 


zation of the country had been accom-— 


plished under a precarious food position 
and with real wages low and not rising 
except in waves of recovery from painful 
shortages to peaks of modified meager- 
ness. 

Incidentally, the point should be made 
that industrialization itself proceeded in 
a distorted way. In a capitalistic econo- 
my, where prices are allowed to move as 
they will, the prices serve as they change 
in relation one to the other to stimulate 
output of one thing and to contract out- 
put of another, creating a balanced ad- 
vance. Practically all prices are con- 
trolled in the Soviet Union, and so with 
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investment and wages. Plans are made to 
develop each branch of industry sepa- 
rately, and the separate branches are not 
guided in relation to each other. Thus it 
will be planned to increase coal and steel 
output in proportion one to the other; 
but separate administrations, perhaps 
mere accident, will yield the result that 
one goes beyond the output planned 
while the other lags behind; and prices 
are not allowed to correct the distortions. 
Shortfalls and bottlenecks, on the one 
hand, excesses, on the other, appear. 
Within industry there emerges what is 
seen on comparing industry with agricul- 
ture—a vast expansion in one sector, 
little or none in another. 

It should not be forgotten that failure 
of the general food situation to improve 
bore more heavily on the rural than on 
the urban sector of the economy. This 
was planned and deliberate. A system of 
collection of farm produce was devised 
such that delivery to the state of state- 
determined quantities became the first 
obligation—even called the “first com- 
mandment’’—of the agricultural produc- 
ers. Official practice has been to disregard 
size of crop and for government to collect 
from the countryside its predetermined 
quantitites for distribution (through 
state-operated stores) to the armed forces, 
to urban consumers, and also to export. 
The producers were left as residual claim- 
ants to what they produced. If crops were 
short, the impact fell far more on the 
producer-consumers in the country than 
on consumers in the cities. 

To round out the historical picture of 
food developments, it is necessary to add 
that abundance and variety declined 
during World War II. The lowest point 
was probably the crop year 1946-47. Just 
as during World War I and revolutionary 
times, and again during the collectiviza- 
tion drive, livestock numbers and ani- 





FOOD AND AGRICULTURE IN THE SOVIET UNION 


mal-product consumption fell along with, 
but more than, grain production and con- 
sumption. The hog and poultry counts 
fell by two-thirds, horses by one-half, 
sheep by one-fourth, cattle by one- 
seventh. Grain production in 1945 was 
perhaps six-tenths of prewar. But we 
have no close measures of the extent of 
decline in food consumption or of the im- 
provement which came with better crops 
in 1947 and 1948. A point worth remem- 
bering, however, is that Soviet grain ex- 
ports of late years, which are not very 
large but may make people think that 
there are surpluses, do not constitute evi- 
dence of recovery of food consumption 
within the Soviet Union to normal levels. 
It is probably the persisting shortage of 
livestock, as well as persisting needs to 
import heavy machinery, which explains 
the grain exports of recent months. Do- 
mestic abundance of food, even at the 
precollectivization level, remains to be 
achieved in the future, if indeed it can be. 


V 


This dismal picture of Soviet food de- 
velopments is not what the Soviets 
planned nor what they would have the 
outside world believe. They paint quite a 
different picture of developments espe- 
cially between 1928 and 1940, and they 
try to prevent any picture whatever from 
being painted of the period from 1941 to 
date. It is official custom to boast about 
the success of socialized agriculture by 
pointing to collections, not to consump- 
tion. 

There have been four five-year plans in 
the Soviet Union, covering roughly the 
successive periods 1929-32, 1933-37, 
1938-42, and, after a war gap, 1946-50. 
The procedure in Russian statistics, so 
far as the statistics are made available at 
all, is first to formulate goals and then, 
later, to prove that goals were achieved 
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or at any rate that improvement oc- 
curred by publishing statistics which say 
it did. A major task of researchers in 
Soviet economics is to try to find out how 
much the official statistics exaggerate the 
facts, or how these are juggled to give an 
impression of success. One will find the 
producers of official statistics, for ex- 
ample, showing great increases in agri- 
cultural output by stating an enormous 
—and partly true—percentage increase 
from a very bad year like 1932 to a very 
good one like 1937. They avoid stating 
changes between more normal years like 
1927-28 and 1939-40; if they did, even 
their own statistics might not show an in- 
crease of output anywhere near what was 
planned. They do such things as to com- 
pare output in one year within given na- 
tional boundaries with output in a later 
year in enlarged national boundaries, 
while failing to state that the national 
boundaries were enlarged. They will 
suddenly cease to give statistics, say, of 
the output of millet, which happens to be 
in Russia a “famine” crop to which peas- 
ants resort in desperation; officially, it 
would seem, an increase in millet produc- 
tion had best be concealed because it af- 
fords evidence of difficulties. One even 
finds official comparisons of the dressed 
weight of animals in early years with the 
live weight of animals in late years; that 
is one way to suggest increase of meat 
production. 

But, worst of all, the Soviets, who in 
1925-29 produced the best statistics 
Russia ever had, shifted in 1932 or 1933 
to a brand-new method of estimating 
grain crops. Whereas in 1925-29 those 
crops were expressed in terms of grain ac- 
tually brought out of fields into barns or 
granaries, as is true of all soundly con- 
ceived grain-crop estimates, the system 
was changed eventually to estimation of 
crops in terms of the grain existing in the 
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fields, so to speak on the root, but unhar- 
vested. Careful and protracted study by 
Timoshenko and Jasny has shown that 
all grain crops since 1933 for certain, and 
probably since 1931, have been officially 
overestimated, if by a crop one means 
what is harvested and what the Soviets 
themselves meant in 1925-29. To arrive 
approximately at the truth, it appears 
that official grain-crop statistics since 
1933 must be discounted by about 20 per 
cent. 

It is the correction of official estimates 
for this overestimation that goes far— 
though other evidence has the same ef- 
fect—to force one to draw so unfavorable 
a picture of the Soviet food situation just 
before World War II and to conclude 
that deterioration rather than improve- 
ment occurred between the precollectivi- 
zation period just before 1929 and the 
period, when collectivization was in full 
flower, just before World War II. The 
correction of official statistics for overes- 
timation is highly important. The validi- 
ty of that work cannot be examined here. 
It suffices to say that Jasny’s forthcoming 
book carries conviction. Less subject to 
controversy, since Soviet statisticians 
themselves admitted it, is the fact that 
grain crops in czarist times were under- 
estimated; and in this survey use has 
been made of generally accepted correc- 
tions of the official czarist figures. 

When next one attempts to compare 
corrected production estimates with suc- 
cessive goals of production as set forth in 
the series of five-year plans, the shortfalls 
of accomplishment in relation to plan are 
truly impressive. The terminal goal years 
of the four plans are 1932, 1937, 1942, 
and 1950; but there are no official output 
statistics to compare with 1942 goals, 
and, of course, 1950 lies in the future. In 
1932 both official and corrected output 
statistics fell far below the goals, whether 


of crop or of livestock output—and, it 
may be added, of manufactured textiles. 
In agriculture it was the collectivization 
drive that had this effect. So far as con- 
cerns 1937, actual output approached 
goals more closely, even exceeding the 
goal in cotton production; and yet the 
shortfalls were commonly large. In spite 
of a most favorable crop year in 1937, 
grain and potato output fell 5-10 per 
cent short of the goals, sugar beets and 
sunflower seed and flax still farther be- 
low; meat production was not half of that 
planned, nor egg output much better. 
The shortfall of grain output could be 
and was denied by Soviet officials by 
stating output in on-the-root terms; but 
not so with other items. The most ardent 
advocate of complete economic planning, 
when he learned the facts, could take 
little satisfaction in the relationship of 
achievements to plans during the first ten 
years of the Soviet planning experience. 


VI 


Thoroughgoing state planning and 
control of agriculture in the Soviet Union 
did not begin until 1928. In the main, 
and despite a considerable control of 
prices and the confiscation of peasant 
grain surpluses that had occurred before 
1921, true collectivization was deferred 
until 1928. 

In that year the organization of agri- 
culture in the Soviet Union involved as 
its great core about twenty million 
households of small operators, some a bit 
larger than others, though what was soon 
to be called a “kulak” fit to be liquidated 
would be a peasant who had as many as 
three horses and who hired fifty days of 
labor a year. The draft power was horses 
and oxen, and the peasants owned them. 
Peripherally, a few state farms and a few 
collective farms existed; but the number 
of peasant households in these socialized 
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institutions made up less than 5 per cent 
of all the peasant households. By 1938, a 
decade later, all was changed. Then there 
existed about 250,000 large and super- 
large state and collective farms, which 
operated all but 5 or 6 per cent of the 
land under crops. The peasants in eight- 
een million or so households were allowed 
individually to operate little garden plots 
which together constituted a large part 
of this 5 or 6 per cent of the land under 
crops; and they could also keep such live- 
stock as those small plots would main- 
tain, supplemented by what feed the 
peasants were getting from their collec- 
tive farms as payment in kind for work 
performed. And actually the peasants— 
most of them members of the collective 
farms, but a very few who, restricted (in 
1939) to ownership of no more than 
about three acres of land, persisted in re- 
maining unsocialized—owned more cattle 
and hogs, and about as many sheep and 
goats, as did the state farms and the col- 
lective farms together. Clearly the at- 
tempt to cling to individual ownership of 
such property as could be owned was 
strong among the peasants. This was not 
liked by the government and was con- 
trary to doctrine. One must infer that it 
was permitted to happen only because 
government doubted its power to put an 
end to it without inducing another 
slaughter of livestock such as had oc- 
curred during the early years of the col- 
lectivization drive. 

Jasny’s statement about the collectivi- 
zation drive is this: “The fundamental 
objective of the collectivization drive was 
to obtain a large part of the kolkhoz [i.e., 
the collective farm] output, regardless of 
the size of crop or the needs of the kol- 
khoz members.” In effect, peasants were 
herded into collective farms against their 
will, so that the state could be sure, 
through its tight control of the collec- 
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tives, of obtaining whatever farm prod- 
uce it felt necessary to feed the urban 
population engaged in industry. For a 
collective farm is not a co-operative as 
we understand the word. Its members do 
not jointly or severally own the land it 
operates: the state owns it and leases it. 
Nor do the collective farms own machin- 
ery. Each collective farm has a group of 
men—a board—which runs it. The board 
is an agent of the state. It pledges itself 
to the state first of all to obey the “first 
commandment,” which is to deliver to 
the state what the state says must be de- 
livered. The Soviet Union is a land of 
heresy-hunters, where proved heresy is 
likely to mean death; and it is heresy in 
the Union to say that the state has any 
responsibility whatever for assuring 
members of collective farms even the 
barest subsistence. The obligation is 
rather put, in doctrinaire fashion, upon 
the collectives. They must market as the 
state directs, even if the members starve. 
One can easily imagine that those who 
could choose would prefer urban life. 
And that is one reason why the city pop- 
ulation grew so fast. 

The machinery for assuring the state 
of sufficient collections of farm produce 
consists of three parts. First, there are 
huge state farms, owned and operated by 
the state, upon which all labor is hired. 
Here, obviously, the state directly con- 
trols whatever is produced. Then there 
are the collective farms, which are the 
heavy producers, and associated with 
these are machine-tractor stations which 
are state-owned and state-operated. The 
collective farms do not own tractors, 
trucks, or combines, though they have 
horses; it is the machine-tractor stations 
which own the great bulk of the neces- 
sary draft power as well as the harvesting 
machinery. The machine-tractor stations 
make contracts with the collective farms 











for payment of services in kind. Since the 
government manufactures the tractors, 
trucks, and combines, only the machine- 
tractor stations and the state farms can 
have them; yet the collective farms must 
buy their services with payment in prod- 
uce. Hence the government gets as col- 
lections, and is sure of getting, whatever 
produce the collective farms turn over to 
the machine-tractor stations. Again, 
there are taxes. These are laid upon both 
the collective farms and the individual 
members of them. As everywhere, taxes 
are not readily to be evaded. Collective 
farms and their members must deliver 
produce in payment of taxes. Their prin- 
cipal avenue of “sale” is to the state, 
which monopolizes most trade whether 
at the wholesale or retail level. The state 
sets prices to the farms and farmers, on 
what they must deliver, very low in rela- 
tion to what it sells to them, thus getting 
a big profit for itself. Yet the state has 
not felt able to abolish private dealings 
altogether. It allows the members of col- 
lectives to sell at free-market prices 
on so-called “kolkhoz” markets, where 
transactions are directly between the 
producer and the consumer. The prices 
here have run immensely higher than of- 
ficial state prices. Yet consumers in cities 
pay the high prices because there is sim- 
ply not enough food to satisfy their de- 
mands in the state-owned and state-oper- 
ated retail stores. Naturally, the peas- 
ants seek to use the free market to the 
full. But since they must first meet their 
obligatory deliveries to the state and 
their payments to the machine-tractor 
stations, their elbow room is narrow. 

All this adds up to a most effective 
way of assuring the state what it wishes 
to collect. However, it is not so effective 
a way to enhance productivity in agri- 
culture, for the simple reason that incen- 
tive to work is crippled. With a growing 
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total urban and rural population, the 
problem of producing enough food to go 
around is a centrally important problem 
for an all-managing government. It is not 
yet solved by the methods followed in the 
U.S.S.R. Conceivably outright state 
ownership and operation would solve it. 
But that line of attack was the one first 
tried in the Union. It did not seem to 
work out any better than the system of 
collective farms supplemented by ma- 
chine-tractor stations, and by 1935 the 
hopes of making state farms a great fac- 
tor in Soviet agriculture were definitely 
abandoned. A good deal of state-farm 
land was turned over to collective farms. 
It may be that in 1938 the state farms 
were providing the state with 20 per cent 
of its collections of agricultural produce. 
The great bulk of the remainder came 
from collective farms, partly by way of 
the machine-tractor stations. 

Thus ways were devised to assure de- 
liveries of agricultural produce to the 
state with which it could provide food for 
the labor force needed for expansion of in- 
dustry. Beyond question the peasantry 
was squeezed and made into a residual 
claimant. All might have been well, at 
least from a national point of view, if 
only agricultural output could have risen 
enough—become sufficiently productive 
—to provide for all-around sufficiency in 
city and country alike. But the necessary 
increase in productivity did not occur. 
Jasny, while thinking it probable that 
the annual volume of agricultural output 
per person employed in agriculture in- 
creased by 15-20 per cent in the decade 
1928-38, points out that the days worked 
annually per person employed rose by 45 
per cent. In spite of a shortened work 
day, Jasny doubts that productivity per 
work hour of people engaged in agricul- 
ture increased at all. 

This is a rather striking development 
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considering that over the decade Soviet 
agriculture became heavily mechanized. 
One expects mechanization to enlarge 
productivity per hour of work. The fact 
of growing mechanization is not open to 
dispute. Whereas only 1 per cent of 
spring plowing was done by tractor in 
1928, it was 72 per cent in 1938. Only 1 
per cent of the grain crop was threshed 
by mechanical power in 1928, against 95 
per cent in 1938. 

Yet this mechanization did not signifi- 
cantly increase total draft power, be- 
cause of the loss of horses. Draft power 
per acre actually declined (the area 
plowed having risen), and that made 
great difficulty with the timing of agri- 
cultural operations. Always there was de- 
lay; and poor timing is one of the reasons 
for lack of improvement in yield per acre. 
The most fully mechanized sector of 
Soviet agriculture is the grain sector. 
Yet, even there, mechanization is not 
generalized throughout farm operations 
as in the United States. Tractor plowing 
iscommon to all crops, and a good deal of 
cultivating and harvesting is done by 
power-driven machinery. Hay remains a 
crop handled with horse-drawn mowers. 
Throughout agriculture, however, much 
handwork persists—as in the preparation 
of seed, hand-weeding, drying grain with 
the shovel, even the gleaning of fields, as 
was done in biblical times. 

The status of labor in agriculture still 
involves heavy work for women. A period 
of rest daily for a high-yielding cow is re- 
garded, in official reasoning at least, as 
more important than a daily rest period 
for the woman dairy-worker. Mechaniza- 
tion in the U.S.S.R. is not even designed 
primarily to save labor but rather to as- 
sure a supply of draft power controlled 
by the state. 

_ Despite extensive yet not all-pervad- 
ing mechanization of agricuiture, and in 





the face of Soviet claims to having the 
most highly mechanized agriculture in 
the world, it must be said that produc- 
tivity per person engaged in agriculture 
is four and a half or more times larger in 
the United States than in the Soviet 
Union. In grain, where the Soviets do 
best, the productivity of United States 
agriculture is three or four times larger; 
in milk, six times larger. It is a notable 
fact that during World War II the Soviet 
Union was unable to expand its agricul- 
tural output even in never occupied terri- 
tory; in fact, the decline was heavy. As 
is well known, it was quite the contrary 
in the United States, where, in spite of 
reduced labor force on farms, the output, 
and the productivity, expanded enor- 
mously. 


VII 


It seems pertinent to conclude with a 
reference to Lenin’s formulation of the 
revolutionary objectives of the Bolshe- 
viks in October, 1917. His words were: 
“The slogan is: power to the Soviets, 
land to the peasants, peace to the 
peoples, bread to the hungry.” 

The twenty-one years of Communist 
dominance up to 1938, or the thirty-one 
years to 1948, have certainly not put 
land in the hands of the peasants but 
have seen it taken away; and bread for 
the hungry became not more but less 
freely available than in czarist times. 
One has difficulty in perceiving the ad- 
vent of “‘peace to the peoples.” On the 
other hand, “power to the Soviets,” or at 
least to the central government and the 
chiefs of the Communist party, has 
emerged. No one can feel sure of the 
eventual outcome with reference to land- 
ownership, abundance of food, peace, or 
Soviet power. It seems worth noting, 
however, that a breakdown of the system 
of collecting agricultural produce from 
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the producers, however caused, might 
present us with a far different picture of 
the Soviet Union from what now we see. 
One can imagine the catastrophical im- 
pact upon the city populations and urban 
industry generally. There exist pressures 
toward this breakdown, since the pro- 
ducers in the country persistently want a 
larger share of their produce than they 
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are allowed to have. That pressure will 
persist unless agricultural output can be 
increased greatly. It remains to be seen if 
this is possible under socialistic manage- 
ment of the Soviet type. One can see 
little in the record of the last three dec- 
ades to suggest it. 
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JOSEPH A. SCHUMPETER 


“HIS paper is to appraise the posi- 
| tion of the Communist Manifesto in 
the history of scientific sociology 
and economics and incidentally in 
Marx’s own scientific work (Secs. III and 
IV). Some of the necessary framework 
will be provided and some extra-scien- 
tific aspects will be noticed first (Secs. I 
and II). But I wish to emphasize at the 
outset that this is in no sense an essay in 
Marxology, that is, in what has by now 
become a special discipline of Marx the 
man and the thinker; and also that, but 
for an inevitable minimum, I shall neg- 
lect many of those things that readers 
might expect to find in a centenary ap- 
praisal. Very obviously, the Manifesto 
was more than a piece of analysis. But it 
is as a piece of analysis that I am going to 
discuss it, without any intention, if this 
need be added, of either debunking or 
glorifying it. 
I 


Friedrich Engels’ Preface to S. Moore’s 
English translation of the Manifesto, 


* We merely note, from Engels’ Preface, that the 
Communist Manifesto was written, in German, in 
January, 1847, and “sent to the printer” (a small 
firm in London) in February; that the first French 
translation became available before June of the same 
year and the first English one (in G. J. Harney’s 
Red Republican (London]) in 1850; that the first 
American translation was published in the periodical 
of a brokerage firm—W oodhall and Claflin’s Weekly; 
that a Russian translation (Bakunin’s) appeared in 
1870, another (Plekhanov’s) in 1882. There were 
several translations into other languages before the 
end of the 1880's, i.e., before the German Social 
Democratic party placed itself on Marxist ground. 
The authentic German edition of 1872 is of particular 


~ because of Marx’s and Engels’ joint Preface 
it. 
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dated London, January 30, 1888, tells us 
all we need to know about the nature of 
the publication, the conditions under 
which it appeared, and its fortunes. Later 
research, including the work of the Marx- 
Engels Institute, has added a number of 
details and corrected others, none of 
which, however, is of importance to our 
purpose.’ But Engels’ Preface itself is 
important for us in several respects. 
First, Engels made it quite clear that 
the pamphlet should not be called the 
manifesto of a communist party, for the 
communist group that “commissioned” 
Marx and Engels to write its “platform” 
did not amount to anything like what is 
usually meant by a “party.” The Com- 
munist League, successor of the League 
of the Just, was a small group founded 
for purposes of education and propagan- 
da that should not have been called a 
“workingmen’s association” either, for 
both its original German membership 
and the allies that it found later in vari- 
ous Western capitals of Europe consisted 
mainly of isolated individuals who were 
intellectuals rather than manual work- 
ers. The group, dissolved in 1852 (after 
the “Communist trials” of Cologne), 
was numerically insignificant and is not 
known to have exerted any influence on 
the contents of the Manifesto. Viewed 
from the standpoint of the latter, it was 
hardly more than a “letterhead.” 
Second, Engels’ Preface explains why 
the classic document of modern socialism 
should have been called the communist 
manifesto. In 1847, so he told his readers, 











socialism had become a _ respectable 
middle-class movement, i.e., it had 
ceased to be a working-class movement 
and revolutionary. Using a later expres- 
sion, we may say that socialists—or, 
more correctly, some of them—had be- 
come “reformist.” Still more important 
was it for Marx and Engels to distance 
themselves from the various groups of 
“utopian” socialists that were then no 
longer being taken seriously. Rather than 
risk being mixed up with these groups, 
they resolutely ranged themselves with 
the “crude, roughhewn, purely instinc- 
tive communism” which they attributed 
to at least a portion of the working class. 
This resolve accounts for, and in part ex- 
cuses, Marx’s and Engels’ failure to rec- 
ognize doctrinal priorities of utopian 
writers in several important points. 

Third, with admirable tact and feeling, 
Engels ‘considered himself bound to 
state that the fundamental proposition 
which forms its [the Manifesio’s] nucle- 
us,? belongs to Marx,” while reserving his 
own claims to the extent that both he 
and Marx had been moving independent- 
ly of each other toward that proposition 
for “some years before 1845”—perhaps 
since 1843. For this he offered his Condi- 
tion of the Working Class in England in 
1844 as evidence which there is no reason 
to refuse, on the understanding that the 
undeniable difference between the two 
men in depth of comprehension and ana- 
lytic power be appropriately balanced 
against the fact that in those years 
Engels was certainly farther along, as an 
economist, than was Marx. 


*We shall deal with this “nucleus” at length 
(Secs. ILI and 1V below), since it contains all that 
is of scientific interest in the Manifesto. But Engels’ 
brief rendering of it (on p. 6 of the International 
Publishers ed.; page references throughout text 
are to this edition) is strongly recommended to the 
reader’s attention. Were it not for considerations of 
space I should quote it in full. 
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Fourth, Engels was far from wishing 
to claim for the Manifesto any causal im- 
portance in the course of social history; 
in fact, he could not have done so with- 
out contradicting the Marxist interpre- 
tation of history. But he claimed much 
too much for the First International 
(p. 4), which, “on its breaking up in 1874, 
left the workers quite different men from 
what it had found them in 1864.” And, 
on the lower level on which a Marxist is 
bound to keep when speaking of a mere 
document, Engels was the victim of a 
similar optical delusion as regards the 
Manifesto. For him, the Manifesto not 
only “reflects, to some extent, the history 
of the modern working-class movement” 
but also is “the common platform ac- 
knowledged by millions of workingmen 
from Siberia to California” (p. 5). This 
must mean, if anything, that the history 
of the modern working-class movement 
is correctly interpreted by the fragmen- 
tary theory of the Manifesto—whereas it 
is quite clear that it is not, because, not to 
mention other reasons, the increasing so- 
cial and political weight of the working 
class has been a result of increasing real 
wages per head, hence the consequence 
of a development the very possibility of 
which Marxism (especially in 1848) ex- 
plicitly denied. It must also mean that 
the ideology of the proletariat, or of a 
large part of it, was (in 1888) correctly 
rendered by the class-struggle ideology of 
the Manifesto—whereas it is equally 
clear that this was not the case for the 


3 The question of the achievements of the First 
International has been merged in mist, owing to the 
joint efforts of its adherents and its enemies, both 
of whom vied with each other, for opposite reasons, 
in exaggerating its influence. But it should be clear 
that it did not amount to a great deal, since the 
trade-union element that was represented lent but 
qualified support and since the rest of the member- 
ship consisted of persons whose own opinion about 
their importance was shared by nobody except 4 
few police officers. 
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large majority of workers and that, at 
best, only small minorities then followed 
the Marxist flag. However, so imbued 
are many of us with the idea that the ar- 
gument of the Communist Manifesto re- 
flects either social reality or the modal 
workman’s genuine attitude toward his 
class position in capitalist society that it 
seems worth while, before we proceed, to 
scrutinize this part of the Marxist saga. 

The reader will presently be able to 
satisfy himself that I have no intention of 
minimizing the intellectual performance 
embodied in the Communist Manifesto. 
But no amount of respect for it can alter 
the fact that its position in the history of 
socialist thought is closely wound up 
with the acceptance of Marxism, first, by 
small but efficient groups in France and 
Russia and, second and more important, 
by the great Social Democratic party of 
Germany (Erfurt Program, 1891). But 
this acceptance which raised the Mani- 
festo to the place it occupies now was not 
a conversion to the one and only possible 
truth, not a victory of light over dark- 
ness, not the socialist day of Damascus, 
but a tactical move that was very possi- 
bly a tactical mistake—as the compari- 
son of German and English develop- 
ments suggests. Some doubters—not less 
stalwart socialists than the Marxists— 
arose practically at once, and the revi- 
sionist controversy was in full swing be- 
fore long. If the party was unable to 
make short work of these doubters and 
had to be content with a formal recanta- 
tion that did not mean much, this was 
because the masses, especially the trade- 
unions, responded to them and failed to 
take kindly to the class-struggle philoso- 
phy of the Manifesto. True, extensive 
pedagogical efforts in the party schools 
eventually did convert an increasing 
number of them; but substantially that 
Situation—the unavowed rift between 


the party, which was dominated by 
Marxist intellectuals, and the trade- 
unions, which were much more directly 
under the control of the workmen—per- 
sisted and created difficulties throughout 
because the masses felt that the Marxist 
ideology was not their own but that it was 
imposed upon them by intellectuais who 
had adopted another intellectual’s idea of 
what their ideology ought to be. 


II 


All that matters for us, within the 
limited purpose of this paper, is to be 
found in the first of the four sections of 
the Manifesto. Not that the other three 
are uninteresting: here and there, we are 
impressed by a sparkle or an arrestingly 
bitter phrase or a clever squib. But they 
belong to the historian of political 
thought rather than to the historian of 
economic analysis. We may therefore 
deal summarily with them. 

Let us glance at the last section first, 
the one that issues in the resounding call 
—‘‘workingmen of all countries, unite!” 
—and, immediately before that, in the 
treacherous phrase which sounds so 
wrong in the light of more recent devel- 
opments, namely, that in a revolution 
“the proletarians have nothing to lose 
but their chains.”’ For the rest, this sec- 
tion discusses the principle of temporary 
tactical alliances with nonsocialist par- 
ties and in its two pages contains a num- 
ber of statements that Marx and Engels 
themselves felt to be obsolete in 1872. 
We also notice, with a wry smile, the 
admonitory statement that “communists 
disdain to conceal their views.” 

The third section on socialist and com- 
munist literature is devoted to the in- 
evitable task of discrediting all the 
groups that sponsored competitive (and 
highly substitutable) currents of thought. 
Everything considered, the job is well 











done, and our quarrel should not be with 
what Marx and Engels wrote but with 
those who take this sort of thing serious- 
ly. There is, however, a point about this 
series of vituperations that is of interest 
to the man primarily concerned with 
analysis. Each indictment—especially 
that of the “reactionary” socialism of the 
feudal and official classes and that of the 
pseudo-socialism of the bourgeois class, 
not so much that of the utopians—is 
drawn up according to a definite schema. 
Marx and Engels realized that every 
group or “movement” needs some ideas 
with which to verbalize itself, some inter- 
est from which to derive support, and 
some organization through which to act. 
Within their general frame of thought 
(see below, Sec. III) this conception took 
a particular form: the interest was de- 
fined as economic class interest; the or- 
ganization as well as the ideas were pure- 
ly derivative and determined by the cir- 
cumstances of the class and the means 
that its position in the economic and so- 
cial structure put within its reach. And 
they proceeded to analyze the various 
types of socialism and quasi-socialism at 
which they aimed in terms of this meth- 
od. They refrained, of course, from ap- 
plying the principle involved to commu- 
nism of their own brand, but, however 
distorted by the bias inseparable from 
their polemical purpose, it worked fairly 
successfully with “feudal” and “bour- 
geois” socialisms or reformisms: there is, 
e.g., a considerable amount of truth, even 
though not the whole truth, in their 
analysis of the manner in which sectors 
of the aristocracies and gentries of Eu- 
rope were driven back upon prolabor 
policies by the rise of the bourgeois 
power.‘ 

In the second section Marx and Engels 
attended to two very necessary tasks. 
The one was to protect the communism 
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which they meant to stand for against 
popular aspersions. Following a hallowed 
practice of all ages, they selected these 
aspersions wisely and stated them at the 
lowest possible level—just as radicals do 
today. Aided by this device, they again 
did a good job—a masterpiece, in fact, in 
eluding the opponents’ strong points and 
replacing fact and reasoning by emphatic 
assertion—‘“the workingmen have no 
country”—whenever convenient. The 
necessity of the other task arose from the 
fact that no group can do without an 
“immediate program” unless it is pre- 
pared to put itself (politically) out of the 
running. It was all very well to proclaim 
the principles of organizing the proletari- 
at so as to enable “‘it’’s to step into the 
position of a ruling class, to conquer po- 
litical power, and to wrest—but, mind, 
“by degrees”—all capital from the bour- 
geoisie, “to centralize all instruments of 
production in the hands of the state... 
and to increase the total of productive 
forces as rapidly as possible” (p. 30). 

4The spiteful subsection on German or “true” 
socialism (subsumed in the category of “reactionary 
socialism”) should not go unmentioned. It is dis- 
figured by personal resentments that are natural ina 
man who once had been a would-be Privatdozent; 
but it contains some things that are not only amusing 
but also have the kind of truth that is in every 
malevolent caricature. I could however not hope 


to earn the gratitude of my readers by going into this 
matter. 


s Lenin was the first regular socialist to admit 
clearly that the proletariat never could or would 
emancipate “itself,” i.e., without being officered by 
intellectuals. 


6 This is as near as Marx ever went in drawing the 
contours of the socialist economy. As everybody 
knows, his scientific work was entirely devoted to 
explaining the capitalist process with a view to 
proving that it would, by virture of its logic, turn 
into socialism. He thereby created a difficulty for 
his followers which they never overcame—this was 
done for them by economists of bourgeois complex- 
ion, especially by Barone. By implication, however, 
that passage in the Communist Manifesto covers 
more ground than it seems to do at first sight, as 
the reader will easily perceive. Observe in particular 
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But followers, if there were to be any, 
were bound to ask: Yes; but what now? 
And Marx faced the question. 

In presenting his answer, he was very 
obviously aware of a difficulty: the deca- 
logue of measures that he felt able to 
draw up was sure to sound insipid after 
all the glowing rhetoric that had gone be- 
fore. So he proffered comfort to the faith- 
ful, first, by calling these measures “des- 
potic inroads on the rights of property 
and on the conditions of bourgeois pro- 
duction”? and, second, by pointing out— 
very truly—that these measures, “though 
economically insufficient and untenable 
[my italics],” tend to “outstrip them- 
selves” and will necessitate further in- 
roads upon the old social order. 

After this, no further comment is need- 
ed on the decalogue (p. 30), from the 
abolition of property in land and the 
heavily progressive income tax, through 
the government national bank and the 
“extension of factories . . . owned by the 
state,” to the free education of all chil- 
dren in public schools, except this. Sec- 
tion 8 reads: “Equal obligation of all to 
work. Establishment of industrial armies 
{my italics], especially for agriculture.” 
But for this Hitlerian item and the ex- 
tension of public enterprise, the program 
might have secured J. S. Mill’s blessing, 
had it been submitted to him. Anything 
really incompatible with the bourgeois 
economics of the time—so far as repre- 
sented by J. S. Mill—was conspicuous by 





that Marx—who thereby proved how deeply rooted 
he was in eighteenth-century rationalism—took it for 
granted that the “proletariat,” freed both from 
bourgeois inhibitions and from the capitalist whip, 
would have no more pressing business than to 
expand society’s “‘productive forces.” 


"Thus conservative Republicans of our day 
have the authority of Marx himself for calling “a 
Vy progressive income tax... a despotic inroad 
on the rights of property”—respectfully submitted. 


absence, e.g., any tampering with profits 
or with free trade. 


III 


For the purpose of analyzing the scien- 
tific contents of the Manifesto® (Sec. I) 
we shall introduce a distinction that is 
not to everyone’s taste and in particular 
entirely non-Marxist® but presents de- 
cisive expository advantages—the dis- 
tinction between economic sociology and 
economics. By “economic sociology” (the 
German Wirtschaftssoziologie) we denote 
the description and interpretation—or 
“interpretative description”—of eco- 
nomically relevant institutions, including 


* By anticipation, I thus recognize that the argu- 
ment of the first section of the Manifesto does come 
within the range of empirical science. Nevertheless, 
I shall admit and even emphasize that it also formu- 
lates an ideology: in fact, I have done so already in 
the preceding part of this paper. There is, however, 
no contradiction in this: an ideological conception 
may be developed or implemented by scientific 
tools of analysis, and a scientific piece of work 
may contain any amount of ideology, i.e., of extra- 
scientific preconceptions. I hope that this will be- 
come clear as we go along (I have tried to explain 
this point also in my Presidential Address at the 
American Economic Association’s annual meeting 
of 1948; see American Economic Review, March, 
1949). For the time being, it is sufficient to state 
that ideologies are not necessarily “wrong,” that is, 
not necessarily incapable of scientific verification 
and that, even if they are, they do not necessarily 
destroy the scientific nature and value of the analysis 
with which they are amalgamated. 


9 It isan essential feature of the Marxist system 
that it treats the social process as an (analytically) 
indivisible whole and uses only one conceptual 
schema in all its parts. Example: most of us use the 
concept “social class” for the purposes of sociology 
only; in the “pure” economics of today there are 
no classes in this sense but only classes in the sense 
of economic categories, i.e., of sets of individuals 
that have some economic characteristic in common. 
But with Marx the social class that is a living, 
feeling, acting sociological entity is also the class 
of his economic theory. One can fully recognize and 
even admire the Marxist conception—from the 
standpoint of which the economic classes of “‘pure”’ 
economy look like bloodless specters whose relations 
to one another are stripped of their “‘social content,” 
as Marxists say—and yet consider it an impediment 
to effective analysis. 
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habits and all forms of behavior in gener- 
al, such as government, property, private 
enterprise, customary or “‘rational’’ be- 
havior. By “economics”—or, if you pre- 
fer, “economics proper”—we denote the 
interpretative description of the econom- 
ic mechanisms that play within any 
given state of those institutions, such as 
market mechanisms. Or, to use a felici- 
tous, if not completely synonymous, turn 
of phrase of Professor G. Colm, economic 
sociology deals with the problem of how 
people came to behave as they do at any 
time and place; and economics with the 
problem of how they do behave and what 
economic results they produce by behav- 
ing as they do. No question of principle 
is involved in this distinction. It is simply 
an expository device that, in itself, is in- 
capable of being “right” or “wrong” and 
is to be judged merely from the stand- 
point of the categories “convenient” or 
“inconvenient.” This economic sociology 
of the Manifesto, imbedded in a historical 
sketch that has been rightly called, by 
Professor S. Hook, a “miracle of com- 
pression,” is far more important than its 
economics proper and will be dealt with 
first. It contains, more or less definitely, 
at least three contributions that are all 
warped by ideological bias but are all of 
the first order of importance. 


I. THE ECONOMIC INTERPRETATION OF 
HISTORY’® 

So far as I can see, the historical sketch 
referred to describes changes in social 
structures and in their cultural comple- 
ments in terms of economic change alone, 
both as regards the manner in which 
“feudal society” had disintegrated and as 
regards the manner in which “bourgeois 
society” was disintegrating. Such events 
as the colonization of overseas countries 
*°T take this opportunity to call attention to the 


new edition of Professor M. M. Bober’s Karl Marx’s 
Inter pretation of History (1948). 


that widened markets and, later on, 
steam and machinery that revolutionized 
industrial production and passed sen- 
tence of economic death on the artisan’s 
crafts, and hence on the artisan’s world, 
are clearly visualized as steps in a purely 
economic process that is conceived of as 
going on autonomously, according to its 
own law, carrying its own motive power 
within itself. And all the rest of social life 
—the social, political, legal structure, all 
the beliefs, arts, habits, and schemes of 
values—is not less clearly conceived of as 
deriving from that one prime mover— 
it is but steam that rises from the 
galloping horse. These two propositions 
define Marx’s economic interpretation of 
history.“ Marx may not, when he wrote 


™ For Marx and most of his followers the “ma- 
terialistic” aspect of this theory was, of course, very 
important. It should be observed, however, that no 
materialism—in the philosophical sense—is implied 
in its acceptance. All that is needed is assent to the 
proposition that the economic structure and an 
individual’s or group’s location in it exert a very 
strong influence on his or its thought and behavior. 
This is quite compatible, e.g., with a belief in the 
freedom of will or any other religious or metaphysical 
conviction, for it is possible to admit that, statistical- 
ly and historically, people yield to that influence and 
to hold, nevertheless, that, on metaphysical and 
moral principle, they are not absolutely compelled to 
do so. To this extent, the term ‘‘materialistic inter- 
pretation of history” or ‘“‘historical materialism” isa 
misnomer. Furthermore—as has been admitted by 
several staunch Marxists, e.g., by Plekhanov—the 
economic interpretation of history per se does not 
condemn ideas, e.g., moral ones, to insignificance or, 
e.g., artistic creations to dependence upon the pre- 
vailing mode of production so completely as my own 
analogy with the steam that rises from the galloping 
horse might suggest; this analogy was intended to 
render Marx’s own version of his theory, but now it 
is important to note that this theory retains meaning 
and, as a working hypothesis, usefulness if that 
version be modified. In fact, it is clear, on the one 
hand, that Marx’s own account of the historical 
process implies the recognition of psychological 
links—forms of reaction—that are not reducible to 
“objective” conditions of production; and, on the 
other hand, that noneconomic factors must enter 
the picture in order to explain why and how a given 
social situation, dominated by conditions of pro 
duction, “produces” a phenomenon so completely in- 
commensurable with them as is a given work of art. 
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the Manifesto, have been so fully in pos- 
session of these two propositions as he 
was when he wrote the Preface of The 
Critique of Political Economy (1859; 
English trans., 1911)—the almost desper- 
ate brevity of the Manifesto leaves room 
also for a somewhat different interpreta- 
tion. Presumably Engels was right, how- 
ever; and, if he was, then the birth of the 
economic interpretation of history dates 
from 1844. Marx’s claims to originality 
and priority have often been called into 
question. But they are at least as good as 
Darwin’s. Only Saint-Simon seems to me 
to have any right to figure as a genuine 
forerunner; the cases for other candidates 
rest, I believe, largely on their sponsors’ 
inadequate comprehension of what the 
economic interpretation of history really 
is—no mere emphasis upon the historical 
importance of economic conditions or, 
still worse, interests comes near it. 

Assuming, then, that Marx intended 
to present, by way of application, the 
economic interpretation in the Commu- 
nist Manifesto, we must, with a brevity 
that rivals that of the Manifesto itself, 
try to formulate an appraisal of the im- 
portance of this contribution to economic 
sociology. Of course, we shall do so in the 
light of the further information that 
Marx supplied in the Critique and in the 
first volume of Capital. 

In the first place, it is a working hy- 
pothesis. Marx himself, as he tells us in 
the Preface to the Critique, considered it 
as “the leading thread in my studies.” 
As such, it works sometimes extremely 

"It is relevant to note that even Engels, in his 
address at Marx’s grave, defended historical ma- 
terialism on the ground that, obviously, economic 
interests must loom large in any attempt at explain- 
ing the historical process. Unless we attribute this 
slip to an occasion that was not propitious to care- 
ful formulation, this would mean that the loyal 
ally failed, in this point, to fathom Marx’s thought. 


In some respects, his book on historic materialism 
rather strengthens this suspicion. 
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well, e.g., in the explanation of the po- 
litical and cultural changes that came 
upon bourgeois society in the course of 
the nineteenth century; sometimes not 
at all, e.g., in the explanation of the 
emergence of feudal domains in western 
Europe in the seventh century—where 
the “relations of production” between 
the various classes of people were im- 
posed by the Political (military) organi- 
zation of the conquering Teutonic tribes. 
We may indeed qualify the hypothesis in 
various ways, e.g., by allowing for the ef- 
fect of past conditions of production, or 
else define the concept of relations or 
conditions of production so widely as to 
include almost all the relations and con- 
ditions observable in human groups. But 
the reader will readily perceive that on 
this road we rapidly lose not only the 
glamour but also the explanatory value 
of the hypothesis. Still, if we do not pur- 
sue it some of both the glamour and the 
value may be salvaged. 

In the second place, it must not be for- 
gotten that Marx (deeply rooted as he 
was in eighteenth-century ideas and in 
the German philosophy that continued 
eighteenth-century traditions) had an 
enemy to fight and an obstacle to over- 
come that barred the way toward an ac- 
ceptable theory of history—the doctrine 
of the “general progress of the human 
mind” that made a purely intellectual 
process the causally important independ- 
ent variable in social history, the doc- 
trine that prospered so well from Con- 
dorcet to Comte and J. S. Mill. If the 
economic interpretation had done noth- 
ing else except to beat back this kind of 
thing by compensatory overemphasis 
of “objective” economic conditions, it 
would, because of this merit alone, have 
to stand high in the history of economic 
as well as of general sociology. On this 
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score, historiography, especially German 
historiography, owes much to it. 

In the third place, finally, the Marxist 
proposition that it is not men’s conscious 
thought which determines their modes of 
existence but their modes of social exist- 
ence which determine their conscious 
thought (Preface to the Critigue)—which 
anticipates so much of later psychology 
—is readily recognized as a major con- 
tribution toward the theory of economic 
and political behavior and as a big step 
away from uncritical individualism, even 
though we may not be prepared to accept 
it as it stands. 


2. THE MARXIST THEORY OF SOCIAL 
CLASSES 


The text of the Manifesto begins with 
the following sentence: “The history of 
all society that has existed hitherto is the 
history of class struggles.”"* Neither for 
historians nor for sociologists or econo- 
mists were social classes a discovery—for 
the economists the less so because most 
of them, and especially the English clas- 
sics, had at that time not yet fully adopt- 
ed the distinction between social classes 
and economic categories but were still in 
the habit of using the sociological enti- 
ties, manual laborers, capitalists, and 
landlords, in their economic reasoning :"4 
for Ricardo the attorney-general was not 
yet a laborer like the street sweeper. Nor 
was it necessary to discover that every 

3 To the edition of 1888 Engels added a qualify- 
ing footnote (in which he refers to his own Origin of 
the Family, Private Property, and the State) which 
limits the proposition to societies other and later 
than “primaeval village communities,” which he 


seems to have regarded as classless and communistic. 
At that time, this was prevalent doctrine. 


t4Throughout, Marx saw a decisive merit in 
this and was correspondingly severe on those who, 
like J. B. Say, had begun to divorce economic cate- 
gories from the social classes of sociology. Needless 
to say, he knew why: the divorce might spell an 
advance in analysis, but it tended to obliterate the 
all-important class antagonisms. 


type of class structure, whether legally 
recognized or not, spells superordination 
and subordination—every schoolboy 
knew this. Finally, nobody can ever 
have failed to see that class structure is 
the source of many groupwise antago- 
nisms—the most unhistorical economist 
must have heard of peasant wars and 
hoc genus omne. Nevertheless, Marxists 
are right in claiming that the sentence 
quoted contains the principle of a theory 
of the social process that was novel and 
specifically Marxist in the same sense as 
was the economic interpretation.’ This 
theory may be conveyed in three steps. 

First, Marx’s classes are defined exclu- 
sively in economic terms: the social proc- 
ess of production determines the class- 
wise relations of the participants and is 
the “real foundation” of the legal, po- 
litical, or simply factual class positions 
attached to each. Thus the logic of any 
given structure of production is ipso 
facto the logic of the social superstruc- 
ture." This is so obviously untrue that it 


*s That is to say, there was a number of fore- 
runners, of whom, once more, Saint-Simon was the 
most important; but we may still attribute to Marx 
—in the sense that may again be illustrated by the, 
in this respect, analogous case of Darwin’s theory of 
natural selection—a theory which he stated and de- 
veloped with unsurpassable force. In view of the 
connection which will presently be indicated be- 
tween the Marxist theory of social classes and his 
formulation of the economic interpretation of his- 
tory, it is important to observe that the two are not 
logically inseparable, i.e., that they do not imply 
each other. A little reflection will satisfy the reader 
that it is possible to hold each of them without 
holding the other. 


%*In expounding Marx’s doctrine on classes, I 
continue to borrow from his later works, particularly 
the Critique and the first volume of Capital. But I 
do not think that I thereby read anything into the 
Manifesto that is not there. I have not even the 
slight doubt that, as the reader will have observed, 
made me hesitate in the case of the economic inter- 
pretation of history. Even the significant term 
“class culture” occurs in the Manifesto: this part of 
Marx’s ideology or analysis, then, was, so I believe, 
fully developed (never to be altered) by 1847. 





—— i on i i?) a a a as 


- - 


THE COMMUNIST MANIFESTO 


seems more important, than to show 
this, to warn the reader against jettison- 
ing a limine a proposition that, though 
untenable, does contain an important 
element of truth: no class can keep a po- 
sition above the proletariat—not at 
least anywhere outside utopias—without 
some, even though possibly a modest,"’ 
economic complement, for which, accord- 
ingly, it is in most cases ready to fight 
and the increase or decrease of which is 
also, in most if not all cases, correlated 
with the increase or decrease of its social 
weight. The objection to Marx’s theory 
is not that he saw and emphasized this 
element but that he related the class phe- 
nomenon causally to it: in many cases 
the causal nexus is the other way round; 
in all the others the nexus between the 
structure of production and the class 
structure embodies, at best, an immedi- 
ate cause through which analysis must 
cut in order to reach more fundamental 
ones. 

But Marx weakened his economic theo- 
ry of the class structure still further in 
order to fulfil his ideological desire to 
come out with the great battle array be- 
tween bourgeoisie and proletariat. For 
prebourgeois society he was ready 
enough to recognize a complicated inter- 
play of a multiplicity of classes that 
keeps more closely in touch with ob- 
served reality. He also recognized that 
these prebourgeois classes are hardy 
plants that take a long time in dying. 
But as a tendency that was bound to pre- 
vail in time, he held that society was 
more and more splitting up into those 
two “hostile camps.” The difficulty with 
this is mot that the persistence of the 
“old” middle class—the farmers or 
peasants and the artisans—might defer 
socialist possibilities to an indefinite fu- 


'™“Modest” refers to the share of the individual 
member only. 
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ture or even that this “old” middle class 
might altogether fail to disappear. The 
difficulty is that the capitalist process 
creates a “new” middle class that fills 
continuously the whole range between 
the grande bourgeoisie, of which Marx 
was thinking, and half-starved laboring 
masses. Bordering on the very rich and 
the very poor, and sometimes hostile to 
both, it constitutes a “class” of its own. 
Observe: such a pattern does not neces- 
sarily preclude advance toward social- 
ism; but it might preclude advance to- 
ward socialism on Marxist lines and for 
Marxist reasons. 

Second, it is characteristic of Marx’s 
theory of classes that the classwise rela- 
tions determined by the structure of pro- 
duction are exclusively viewed as an- 
tagonistic. From first to last, Marx seems 
to see nothing but opposition of interests 
between them: essentially and inevita- 
bly, their relation to each other is 
struggle (“class war’’). And from first to 
last they are relations between oppres- 
sors and oppressed, exploiters and ex- 
ploited. If these and similar terms meant 
nothing but value-judgments, there 
would be nothing more to be said— 
everybody, if he so pleases, is free to con- 
sider himself exploited by the (” — 1) 
other inhabitants of the globe. But the 
analyst who means more than this is not 
free to give in to what is clearly an ideo- 
logical postulate."* The complex texture 
of individual and group relations con- 


18 Of course, by “class antagonism’? Marx meant 
(and so do I) only the “objectively” determined 
opposition of classes. He did not mean (and neither 
do I) conscious hostility or will to hurt and fight, 
although these things do enter into the class con- 
sciousness which he was trying to teach the pro- 
letariat. He even went so far as to say that the 
immediate aim of the communists is “formation of 
the proletariat into a class” for the conquest of 
political power (p. 22). This looks like a slip at first 
sight, and in a sense it was. But we may correct it 
into “to awake the proletariat to its class position.” 
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tains at least as many strands of co-op- 
erative as strands of antagonistic color 
and, in addition, others that change their 
color according to circumstances.” Still 
the antagonisms exist, though they are 
frequently sectional (“vertical”) rather 
than classwise (“horizontal”’). And there 
is some excuse for “compensatory over- 
emphasis” on them, though Marx’s at- 
tempt to substantiate them in his eco- 
nomic theory, namely, by his exploita- 
tion theory of interest, was a complete 
failure.” 

Third, it was this conception of the na- 
ture of social classes and this conception 
of the nature of their relation to one an- 
other which Marx chose for pivots of his 
theory of history: it is they which, in his 
system, implement the economic inter- 
pretation of history. Now let us carefully 
distinguish two different and separable 
aspects of this. 

We have already observed that the 
economic interpretation of history—no 
matter whether or not we accept Marx’s 
formulation of it—can also be imple- 
mented, i.e., be made to work as an in- 
strument of explanation, in other ways; 
there is no need to graft a theory of 
classes upon it and to make such a theory 
of classes, whatever it be, the only link 
between the economic interpretation of 
history and everything else, especially 
the explanation of the economic proc- 
ess. But, if this is done, it can be done 
also by means of other conceptions of the 
nature of social classes and their relations 
to one another. And if in this case a quite 
different picture of society should result, 
the man who paints it would still have to 

19“Objectively” speaking, see preceding foot- 
notes. The psychological reflexes of the objective 


state of things are not without importance, but they 
are another matter. 


2°T shall say at once that no such attempt was 


made in the Manifesto: several passages point 
toward, but do not amount to, a ¢heory of this type. 
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acknowledge indebtedness to, or at least 
the priority of, Marx’s picture. In other 
words, the idea of making social classes 
and relations between them the pivots of 
the historical process and the conception 
of class culture, and so on, might prove 
analytically valuable, even if we refuse 
to accept Marx’s particular theory of 
social classes. 


3. THE MARXIST THEORY OF THE STATE 

Policy is politics; and politics is a very 
realistic matter. There is no scientific 
sense whatever in creating for one’s self 
some metaphysical entity to be called 
“The Common Good” and a not less 
metaphysical “State,” that, sailing high 
in the clouds and exempt from and above 
human struggles and group interests, 
worships at the shrine of that Common 
Good. But the economists of all times 
have done precisely this. While perfectly 
aware, of course, of the fact that the 
business process must be understood 
from the businessman’s interest, most of 
them have been blind to the no less obvi- 
ous fact that the political process and 
hence political measures that affect eco- 
nomic life must be understood from the 
politician’s interest. Political science 
should have been from the first what it is 
slowly beginning to be now, namely, an 
investigation into the realities of political 
life, in the widest sense of the term, in 
which it includes also the social psycholo- 
gy of electorates and of parties, the be- 
havior of bureaucratic organisms, of 
political bosses and pressure groups, and 


This statement is not intended to convey 4 
criticism. Every Marxist can accept it because 
acceptance would still leave him free to hold that 
implementation of the economic interpretation by 
means of a theory of social classes is the “best” 
or even the “only true” manner of implementing It. 
I am only trying to emphasize once more that to do 
so means the introduction of a new idea not already 
contained (logically implied) in the economic inter- 
pretation. 
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the like. The English classics, and par- 
ticularly Adam Smith, understood these 
things instinctively, even though they 
failed to see the necessity of going into 
them explicitly. For instance, nobody 
can read the Fourth Book of the Wealth 
of Nations carefully without observing 
that there Adam Smith argues for laissez 
faire as much because of his clear percep- 
tion of what politics and politicians are as 
on purely economic grounds. Though 
other examples could be adduced, it still 
remains true that a large majority of 
economists, when discussing issues of 
public policy, automatically treated po- 
litical authority and especially govern- 
ment in the modern representative state 
as a kind of deity that strives to realize 
the will of the people and the common 
good. And political science itself was in 
general as little concerned about the 
facts of its subject matter and as prone to 
philosophize on this very same common 
good and popular will. It was, therefore, 


a major scientific merit of Marx that he 
hauled down this state from the clouds 
and into the sphere of realistic analysis. 


Unfortunately, recognition of this 
merit must be qualified in the same man- 
ner in which we had to qualify the merits 
of his theory of social classes. On the one 
hand, he would have accepted my slogan 
—policy is politics—only for the vicious 
bourgeois world. When the proletariat 
has destroyed capitalist property rela- 
tions and capitalist class culture, there 
will be, at least after a transitional stage, 
no classes, hence no class politics, and 
“the free development of each”. will be 
“the condition for the free development 
of all” (p. 31). The state will wither 
away, and, as Lenin of all men was to 
aver again, government of men will be 
reduced to government of things in the 
manner of a post office. There is no need 
to comment on this except in order to 
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point out that it simply amounts to re- 
placing one ideology by another. On the 
other hand, for the world as it is or was, 
government or the executive in the mod- 
ern democracy “is but a committee for 
managing the common affairs of the 
whole bourgeoisie” (p. 11), and parties 
are simply identified, on principle at 
least, with Marxist classes. This is com- 
pletely unrealistic and perfectly inade- 
quate to account for the facts of political 
life and for the results that follow there- 
from. Politics as it is can never be under- 
stood by anyone who does not start from 
the analysis of the political group and in 
so doing discovers that, though relation 
of social classes (not, however, Marxist 
ones) is hardly ever absent, it hardly ever 
tells the whole truth. But the reader will 
readily see that, in spite of all this, the 
essential point must be credited to Marx: 
he will always remain the founder of 
modern political science even though not 
a single one of his propositions should 
stand the test of further research. 


IV 


The first thing about the “economics 
proper” of the Communist Manifesto that 
must strike every reader—and a socialist 
reader still more than a nonsocialist one 
—is this: After having blocked out the 
historical background of capitalist devel- 
opment in a few strong strokes that are 
substantially correct,” Marx launched 
out on a panegyric upon bourgeois 
achievement that has no equal in eco- 
nomic literature. The bourgeoisie “has 
been the first to show what man’s activi- 
ty can bring about. It has accomplished 
wonders far surpassing Egyptian pyra- 
mids, Roman aqueducts, and Gothic 
cathedrals” and “by the rapid improve- 

22 I believe that most historians will agree that it 


would be difficult to improve Marx’s statements 
within the same space. 
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ment of all instruments of production 
. .. draws all nations, even the most bar- 
barian, into civilization . . . it has creat- 
ed enormous cities” and “during its rule 
of scarce one hundred years has erected 
more massive and more colossal produc- 
tive forces than have all preceding gener- 
ations together...” and so forth. No 
reputable “bourgeois” economist of that 
or any other time—certainly not A. 
Smith or J. S. Mill—ever said as much as 
this. Observe, in particular, the emphasis 
upon the creative role of the business class 
that the majority of the most “bour- 
geois” economists so persistently over- 
looked and of the business class as such, 
whereas most of us would, on the one 
hand, also insert into the picture non- 
bourgeois contributions to the bourgeois 
success—the contributions of nonbour- 
geois bureaucracies, for instance—and, 
on the other hand, commit the mistake 
(for such I believe it is) to list as inde- 
pendent factors science and technology, 
whereas Marx’s sociology enabled him to 
see that these as well as “progress” in 
such fields as education and hygiene 
were just as much the products of the 
bourgeois class culture—hence, ultimate- 
ly, of the business class—as was the busi- 
ness performance itself. Never, I repeat, 
and in particular by no modern defender 
of the bourgeois civilization has anything 
like this been penned, never has a brief 
been composed on behalf of the business 
class from so profound and so wide a 
comprehension of what its achievement 
is and of what it means to humanity. 

Whatever the function of these pas- 
sages is in a document that purported to 
be the manifesto of a “party,” there can- 
not be any doubt about their significance 
for economic analysis. And Marx did not 
lose the opportunity to add a number of 
touches that make this significance more 
precise. 
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First of all, the creative role of the 
business class is, by identity, a revolu- 
tionary role. This must not be taken as a 
mere reflex of Marx’s philosophical posi- 
tion according to which any creation in- 
volved “revolution.” The revolution in 
question is a “constant revolutionizing 
of production,” creation that spells the 
obsolescence and consequent destruction 
of any industrial structure of production 
that exists at any moment: capitalism is 
a process, stationary capitalism would be 
a contradictio in adjecto. But this process 
does not simply consist in increase of 
capital—let alone increase of capital by 
saving—as the classics had it. It does not 
consist in adding mailcoaches to the ex- 
isting stock of mailcoaches, but in their 
elimination by railroads. Increase of 
physical capital is an incident in this 
process, but it is not its propeller. 

Second, this incessant economic revo- 
lution tends to revolutionize the preced- 
ing social and political structure and 
class civilization. It breaks up the medi- 
eval environments that fettered but also 
protected the individual and the family. 
By destroying the feudal aristocracy, the 
peasants, and the artisans, it also de- 
stroys the moral world of feudal aristo- 
crats, peasants, and artisans. It changes 
the mind of society. “It has drowned the 
most heavenly ecstasies of religious fer- 
vour, of chivalrous enthusiasm, of philis- 
tine sentimentalism in the icy water of 
egotistical calculation. It has resolved 
personal worth into exchange value... 
stripped of its halo every occupation 
hitherto honored and looked upon with 
reverent awe . . . has torn away from the 
family its sentimental veil” (p. 11)—in 
short, it has created the godless utilitari- 
an attitude to life. It has replaced the 
“idyllic” traditionalism of the Middle 
Ages by haste and insecurity all round, 
for bourgeois and workman alike. Above 
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all, it has replaced the highly differenti- 
ated groups of the “oppressed”’ of old by 
what Marx believed was a homogeneous, 
nondescript, internationalist proletariat. 
All this is no longer “economics proper”; 
it is an essential link that connects Marx- 
ist economics with Marxist sociology and 
social psychology. And he who denies the 
force and grandeur of this vision is as 
hopelessly wrong as is he who takes it 
literally. 

But, third, there are three purely eco- 
nomic features in that picture, all of 
which were essential to Marx’s vision of 
the capitalist process, all of which might 
be developed analytically in different di- 
rections, but none of which was formu- 
lated by Marx in such a way as to enable 
us to attribute to him definite “theories” 
of them. 

To begin with, all economists know, at 
least by hindsight, that capitalism tends 
to evolve the giant concern, though some 
of us seem disposed to deny the necessity 
of this feature of capitalist evolution. 
Marx saw it and saw its necessity (p. 10) 
or thought he saw it, but no professional 
economist will deny that much more 
than his hints at explanation would be 
necessary to establish it in a manner that 
would stand, or indicate that it could 
stand, scientific tests. Marshall’s falling 
average-cost curves might be invoked, 
along which firms, ever growing, rush on 
toward monopoly or oligopoly; but there 
is no trace of this in the Communist Man- 
ifesto. Again, there are the “crises” that 
are adduced as an illustration of the 
proposition that “for many decades the 
history of industry and commerce is but 
the history of the revolt of modern pro- 
ductive forces against . . . the property 
relations that are the conditions for the 
existence of the bourgeoisie and its rule” 
and in which breaks out “the epidemic of 
overproduction.” Except for the recogni- 
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tion of the phenomenon (also of its “‘peri- 
odicity”) and of its economic and politi- 
cal importance. this does not amount to 
much and is suggestive of Fourier’s 
crises pléthoriques. If there be a theory 
implied in this passage (pp. 14-15), it is 
not the one that might be attributed to 
the full-fledged Marxist system.’ Final- 
ly, there is the vision that the capitalist 
process not only creates the “proletariat” 
but also, by virtue of its inherent logic, 
steadily deteriorates its condition. It is 
this element which is supposed to account 
for capitalism’s imaginary inability to do 
what every previous form of society had 
been able to do, viz., to feed its slaves or 
serfs; “and here it becomes evident, that 
the bourgeoisie is unfit any longer to be 
the ruling class” and that “its existence 
is no longer compatible with society (p. 
21). This foreshadows that breakdown 
theory which Marx was to develop in the 
first volume of Capital and which, after 
many prevarications, was eventually 
abandoned by his followers. But in the 
Manifesto it lacks even so much substan- 
tiation as it was to receive later. All that 
is offered in support of the contention 
that real wages tend to decrease is that 
“the price of a commodity, and therefore 
also of labor is equal to its cost of produc- 
tion” and that “‘the cost of production of 
a workman is restricted, almost entirely, 
to the means of subsistence that he re- 
quires for his maintenance, and for the 
propagation of his race,” which sounds 
like highly crudified Ricardianism (p. 
16). Except for this passage, which is 
clearly inadequate to establish the con- 
tention, the Manifesto displays even less 
training in technical economics than we 

*3 Marx never worked out any explicit theory of 
business cycles, although his writings are full of 
fragments that his followers have tried to build into 
one. But it is safe to say that he outgrew both over- 


production and underconsumption theories, even 
though traces of both were retained throughout. 
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might be disposed to attribute to Marx 
in 1847. So far as these purely economic 
items are concerned, there is not even 
much that is specifically Marxist, that is, 
much that anticipates Marx’s technical 
economics of the 1860’s. The word “ex- 
ploitation” occurs, but there is little to 
point toward the particular exploitation 
theory he was to develop. “Capital” 
holds pride of place, but there is nothing 
of the elaborate capital theory of his later 
days. In the matter of value, there is that 
indication that Marx then followed, more 
or less, the Ricardian version of A. 
Smith’s theory but no sign of what even- 
tually he was to make of it himself. 

All this, I think, answers the problem 
of the place of the Communist Manifesto 
in Marx’s own development as an econo- 
mist. This answer agrees both with the 
available evidence and with the opinion 
of Marxists. The known facts of his ca- 
reer as well as the story he told in the 
Preface to the Critique of Political Econo- 
my** make it practically certain that, up 
to and including 1843, he had not taken 
any serious interest in economics. The 
desultory reading, mainly of the works of 
French “utopian” socialists, that he may 
have done before amounted to as much 
as desultory reading generally does. As 
would the average educated person, he 

4 The word “Critique” should not be taken in the 
sense that it carries in common parlance, but in the 
sense that it carried in the German philosophy of 
that or, rather, a somewhat earlier time. The analogy 
with Critique of Pure Reason will convey the point, 
especially if we remember that by “political econo- 
my” Marx did not mean the science or literature of 


political economy but the subject of it—the eco- 
nomic process itself. 
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doubtless believed himself to be getting 
along much faster than he was. In Paris, 
partly led on by Engels, he made more 
substantial progress but principally on 
the line of economic sociology, as was 
natural for a man who came from phi- 
losophy. Even by 1847 he was hardly an 
economist at all: it was during the 1850’s 
that he became one, and one of the most 
learned ones who ever lived, working 
away for all he was worth in the British 
Museum and in the little apartment in 
Dean Street. But the social vision that 
this work has to implement was quite set 
when he wrote the Communist Manifesto 
not only as regards economic sociology 
but also as regards economics. Nothing 
essential was ever added to it or jetti- 
soned from it. And the vision implied a 
program of research. We may, therefore, 
call the Manifesto the prelude to the 
whole of Marx’s later work in a sense in 
which this cannot be averred of any other 
of his writings published before 1848. It 
foreshadowed not only the themes to be 
developed and the lines to be followed 
but also the difficulties that he was 
bound to encounter. Further research, 
factual and theoretical, was bound to 
yield results at variance with the hard- 
and-fast contour lines that had been 
drawn, once and for all, by the man who 
was no economist as yet. His inability to 
establish these contour lines to his own 
satisfaction, coupled with his unwilling- 
ness to give them up, created the intel- 
lectual situation that speaks to us from 
all his later works. 
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COMMUNISTS IN GERMAN LABOR ORGANIZATIONS 


MATTHEW A. KELLY 


E Allies have encouraged la- 
bor organizations in Germany 
in the hope that they will 
promote democracy. Workers generally 
have been receptive to this policy, and 
trade-unions are fast approaching the 
membership peak of the pre-Nazi labor 
organizations. By the middle of 1948 
German labor organizations claimed 8.9 
million members, and their ranks are 
still growing." 

In the years prior to Hitler, but espe- 
cially under the Weimar Republic, labor 
leaders, with few exceptions, strove 
ceaselessly and with no little success for 
a democratic state. It was this record of 
achievement in democracy which largely 
prompted the Allies to encourage the re- 
constitution of free organizations of 
workers. But there are many reasons for 
the growth of trade-unionism among 
German workers since World War II. 
Democratic precepts, while generally ac- 
cepted in theory, are not universally 
practiced or espoused by German labor. 
That is, not all German trade-unions 
conceive of democracy as it is known and 

*Trade-union statistics in the occupation are 
reported from time to time in the Monthly Re- 
ports of the Military Governor (U.S.), Manpower, 
r rade Unions and Working Conditions; and Sta- 
tistical Annex of OMGUS; the statistical reports of 
the Manpower Division, OMGUS, Registration, 
Employment, Unemploymeni, Wages: U.S. Zone; 
and the Monthly Statistical Bulletin of the Control 
Commission for Germany (British Element). In the 
years 1920-22 trade-union membership in Germany 
ran slightly over g million. This was the peak under 
the Weimar Republic. For membership figures in 
pre-Nazi labor unions see the Jahrbuch der Be- 
rufsverbiinde im Deutschen Reich; the Statistische 


Jahrbuch fiir das Deutsche Reich: and the Encyclo- 
pedia of the Social Sciences, XV, 14. 


practiced in Western nations. This dif- 
ference in the views of German labor is 
largely the product of disagreement 
among the Allies on the question of de- 
mocracy. Although the Allies have de- 
cided to promote the reconstruction of a 
democratic Germany and agree that the 
re-establishment of German trade-unions 
is a step in this direction, they have been 
unable to reach an agreement on the 
principles of democracy. The United 
States, Britain, and France agree, on the 
one hand, that, as a minimum, democ- 
racy necessitates rule by the will of the 
majority through representatives chosen 
in free elections. The Soviets, on the other 
hand, conceive of democracy as action 
undertaken for the people through the 
chosen party. 

The conflict among the Allies over the 
character of a “democratic Germany” 
has greatly affected the nature of trade- 
union organization in the several areas of 
occupation. In the Soviet zone and wher- 
ever the Russians have been in a position 
to influence German labor, trade-unions 
have been promoted which in reality are 
not “free.” This is particularly true of 
the F.D.G.B. (Freie Deutsche Gewerk- 
schafts Bund, “Free German Trade- 
Union’’) of the Soviet zone and the city 
of Berlin. While nominally separated, 
these organizations are practically one. 
They have their principal offices in the 
same building in Berlin, utilize an identi- 
cal trade-union journal, and follow simi- 
lar economic and political policies. Fur- 
thermore, they are closely associated 
with the Socialist Unity party (S.E.D.), 
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the Einheit or union of the Communist 
party (K.P.D.), and the Social Demo- 
cratic party (S.P.D.) sponsored by Sovi- 
et Military Government, which looks to 
Moscow for guidance in all its actions. 

In western Germany, on the other 
hand, trade-unions have not been domi- 
nated by the state, Military Govern- 
ment, or political parties. I do not con- 
tend that German labor organizations in 
the United States, British, and French 
zones either are free from controls by 
Military Government or do not work in 
close co-operation with the dominant po- 
litical organizations in these areas. 
Trade-unions in the Western zones of oc- 
cupation must comply with a number of 
rules and regulations established by 
Military Government to promote demo- 
cratic organizations. Moreover, while 
trade-unions in this area do not generally 
restrict their membership to the adher- 
ents of any one ideology or to the mem- 
bers of one political party, they are no 
less political than economic in character. 
But unlike those in the Soviet zone, the 
trade-unions in western Germany are 
free organizations in the sense that they 
are not agents of the state (or its counter- 
part), as was the German Labor Front 
(D.A.F., Deutsche Arbeitsfront) in the 
National Socialist government. 

There are no official data on the num- 
ber of Communists in the German labor 
movement. It is commonly estimated, 
however—largely on the basis of the re- 
sults of works council elections—that 
from 10 to 15 per cent of the membership 
in trade-unions in the Western zones and 
a substantial majority of the members of 
the F.D.G.B., including nearly all its 
officers, are Communists. For a number 
of reasons works councils are not an ac- 
curate measure of the ideological lean- 
ings and political affiliations of trade- 
unions. In particular, they overestimate 
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the strength of the Communists in the 
labor organizations of the Western zones, 
In the early occupation the Communists 
made a strong effort to gain control of 
the labor movement in western Germany 
through the domination of the shop stew- 
ardships and the works councils.’ Al- 
though the Communist efforts at capti- 
vating the trade-union movement in the 
Western zones failed for the most part, 
the works councilors to this day are gen- 
erally more radical (in a political sense) 
than the leaders of labor unions.’ 

In the Soviet zone, where only nominal 
alternatives to the Socialist Unity party 
are permitted, there is no effective op- 
position to the Communist leadership in 
the labor movement. In Berlin, however, 
an independent oppositionist group, 
called the U.G.O., has made tremendous 
gains in organizational strength in recent 
months and is rapidly developing into a 
formidable rival to the Communist ele- 
ment in the city’s labor organizations. 
Although the U.G.O. represents a coali- 
tion of anti-Communist groups in the 
labor movement, the Socialists, members 
of the S.P.D., took the initiative in form- 
ing the organization and have continued 
to be its principal supporters. The West- 
ern Allies have encouraged these trade- 
unionists in their fight against commu- 
nism in Berlin labor organizations and 
have recognized the U.G.O. as a provi- 

2In this connection it is interesting to recall 
that the National Socialists similarly used the shop 
stewards and works councils—called “‘councils of 
trust” (Vertrauensrat) by the Nazis—to maintain 
a tight hold over German labor. The stewards 
ultimately became the appointees of the D.A-F., 
while the right of the workers to select the councilors 
of trust was all but abridged by the requirement 
to vote for candidates on a slate prepared by the 


D.A.F. in consultation with the employers and 
the trustees of labor (7reuhdnders). 

3 See, e.g., the analysis of works councils and 
their leadership by Arnold Zemple, “The Labor 
Situation in Germany,” Military Government Jour- 
nal, I (February, 1948), 10, 11, and 12. 
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sional labor federation for the city. The 
Soviets, on the other hand, have declared 
the activities of the U.G.O. to be illegal 
and have banned the sale of its major 
journal, the Freiheit, in the Russian sec- 
tor of Berlin.‘ 

Despite the serious food shortages and 
the mass demonstrations (which began 
in 1947 and have persisted to date) in 
protest against “the starvation diet” and 
the dismantling of plants, the Com- 
munists in the labor movement in west- 
ern Germany have been losing ground. 
This decline in the influence of com- 
munism has been almost in direct pro- 
portion to the retaliatory measures taken 
by the Western Allies in opposing the 
will of the Soviets in Germany and in 
combating propaganda which promoted 
the Russian form of “democracy” and 
vilified “the decadent Western society.” 
But the cause of freedom in the Western 
zones was advanced the most by the 
enunciation of the Marshall Plan and the 


provision for German participation in the 


economic reconstruction of Europe. 
Moreover, the progress of communism 
in neighboring countries, especially in 
Czechoslovakia, where the trade-unions 
were a major force in effecting the coup 
d'état, has served to strengthen the Ger- 
man resistance to a Communist-domi- 
nated labor movement. But it would be 
unwise to assume that these immediate 
gains in the ranks of democratic trade- 
unionism are permanent or, what would 
be even more naive, to conclude that the 
task of the anti-Communist trade-unions 
in Germany is lightened by the ruthless 
advances of communism elsewhere. The 

‘For a fuller discussion of the rivalry in the 
Berlin trade-union movement see Albert H. Ber- 
man, “Berlin’s Trade Union Fight,” Information 
Bulletin, OMGUS, June 15, 1948, pp. 3-5, 29, and 
30; and Horst Mendershausen, ‘Democracy Battles 


for Berlin,” Labor and Nation, IV (July-August, 
1948), 30-32 and 37. 
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old adage ‘“‘nothing breeds success like 
success” is particularly applicable to pol- 
itics. Despite the intense hatred of the 
German people for the leading proponent 
of a world Communist state, the spread 
of Communist successes to western Eu- 
rope could easily and quickly envelop 
Germany, so little removed from a state 
of discontent, despair, and fear. 

Labor leaders in the Western zones of 
occupation fully realize that the German 
worker is likely to be no less fickle than 
the mass of citizens the world over if the 
choice of freedom must be made in the 
face of the threat of starvation and eco- 
nomic chaos. Hence trade-unionists hesi- 
tate to be forthright in their anti-com- 
munism; and, although there are a num- 
ber of notable exceptions, the vast ma- 
jority of labor leaders approach the Com- 
munist question with mixed feelings.’ 
Fortunately, in meeting this situation 
Military Government in these areas has 
shown a political astuteness in recent 
months that was noticeably absent in 
the early occupation and in the initial at- 
tempts at the economic reconstruction of 
western Germany. Anti-Communist 
trade-unionists and political leaders are 
now receiving full and open support from 
the Western Allies. The economic and 
political reconstruction of a democratic 
Germany is to be undertaken even 
though it entails the abandonment of 
quadripartite rule of the occupation and 
the temporary partition of Germany. For 


$In a world press release of March 13, 1948, 
Fritz Tarnow, secretary of the trade-union con- 
gress of the U.S. zone and secretary-general of the 
bizonal trade-union council, was quoted as saying 
that trade-union leaders in western Germany were 
hesitant to make statements patently hostile to the 
Communists or openly friendly to the Western 
Allies in the face of Communist gains in Europe. 
He also stated that this explained the unwillingness 
of the Social Democrats in Germany to identify 
themselves too closely with the bizonal government 
created by the United States and Britain. 
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example, the much-needed currency re- 
form was introduced in western Germany 
over the protests of the Soviets. The Rus- 
sian representatives in the Control Coun- 
cil had largely been responsible for the 
delay in implementing a plan for mone- 
tary reform which was urgently needed 
from the outset of the Allied occupation 
and had proved acceptable to the West- 
ern Allies as early as the summer of 1946. 
Although wage-price relationships since 
currency reform have not been wholly 
equitable in the eyes of German labor, 
the over-all effect on the economy has 
been wholesome; and the program has 
strengthened the hand of the anti-Com- 
munists.° 

The most significant recent losses of 
the Communists in the labor movement 
have been in the Ruhr. But, despite these 
losses, the Communists continue to be a 
potent force in the miners union; and the 
Ruhr remains the principal stronghold of 
communism in the trade-unions of west- 


ern Germany. The industrial importance 
of the Ruhr has made it the most critical 


6 On the basis of personal interviews with German 
trade-union leaders during the summer of 1948, 
R. Taylor Cole (Labor Relations in Western Ger- 
many (‘Visiting Expert Series,” No. 2], OMGUS 
Manpower Division, October, 1948, pp. 12-15 and 
19) cites “the improvement in the outlook of the 
workers since currency reform” as one of the prin- 
cipal reasons for the loss of Communist strength in 
the labor movement. He also states that the Com- 
munist decline in the works councils may well 
indicate a shift in “party strategy since 1947 from 
an emphasis on the works councils to an emphasis 
on the trade unions.’”’ Should this be the case, the 
Communists, it would appear, are dissipating the 
chances of attacking their rivals in the labor move- 
ment at their most vulnerable point. The idealistic 
view of works councils by German labor, namely, 
that they are an essential supplement to trade- 
unions in protecting the rights of workers in the 
shop, is not well founded. The fact that workers 
may have other representatives than the trade- 
union in certain industrial relations provides a 
potential source of friction which, judging by the 
Weimar Republic experience at least, weakens la- 
bor’s effectiveness in resisting the inroads of non- 
democratic forces and “company unionism”’ alike. 
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area of trade-unionism in the Western 
zones of occupation. Hence it was bound 
to become the major battleground in the 
bitter struggle between the proponents of 
conflicting ideologies in the labor move- 
ment. Communist efforts to dominate 
the labor movement outside Berlin and 
the Soviet zone center in the Ruhr. Their 
political opponents also view with grave 
concern any change in the relative 
strength of the opposing political forces 
in the Ruhr trade-unions. It is for this 
reason that the downward trend of com- 
munism evident in the works council 
elections in the Ruhr mines since 1945 
has been heralded as an omen of the as- 
cendancy of a truly free labor movement 
in western Germany. Since the Com- 
munist party instructed its followers in 
the initial elections to support only those 
candidates whose ideology was “clear” 
and since the other political parties made 
a similar effort to gain the workers’ vote, 
the political philosophy and party afiilia- 
tion of the works councilor unquestion- 
ably determined the votes of individual 
miners. 

In 1946, 417, or 38.5 per cent, of the 
works councilors elected in the Ruhr 
mines were affiliated with the Com- 
munist party. The Social Democrats 
elected 448 councilors, or 42.9 per cent of 
the total; while the Christian Demo- 
crats elected 146, or 14 per cent; and 52, 
or 5 per cent, were not affiliated with any 
political party. In the elections held 
about a year later (October 28-29, 1947) 
the Social Democrats made appreciable 
gains at the expense of the Communists. 
The Social Democrats elected 617 works 
councilors, or 46.2 per cent; while the 
Communists elected only 406, or 31.2 per 
cent. The influence of the Christian 
Democrats was unchanged; for they 
elected 185 works councilors, which rep- 
resented about the same percentage of 
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the total they had held in 1946. The num- 
ber of nonpartisan works councilors, 
however, rose to 144, or 8.5 per cent of 
the total. Inasmuch as the nonpartisan 
works councilors usually side with the 
Christian Democrats rather than with 
either the Social Democrats or the Com- 
munists on political issues, the right- 
wing elements among the Ruhr miners 
also gained at the expense of the Com- 
munists. As revealed by the 1947 elec- 
tions, there are roughly sixty mines in 
which no political group commands a 
majority. In comparison with the 1946 
situation, the Communists found their 
majority in specific mines reduced from 
twenty-five to fourteen; only in the dis- 
trict of Bochum did they gain in strength. 
The Social Democrats, on the other 
hand, gained in all districts, and the 
mines in which their electees to the 
works councils represented a majority 
increased from twenty-eight to forty- 
four.’ 

The works council elections also indi- 
cate that the influence of the Commu- 
nists is greater in the hard-coal mines 
than in the brown-coal districts. The 
Communists elected about 30 per cent of 
the works councilors in the hard-coal 
mines in 1947 (the Social Democrats and 
Christian Democrats elected roughly 60 
per cent and 7 per cent of the total, re- 
spectively), while only about 12 per cent 
of the successful candidates in brown-coal 


’ These and other figures on the election of works 
councilors in the Ruhr were obtained from statistics 
published in Daiiy Excerpts from German Publica- 
tions, OMGUS Manpower Division, Reports and 
Statistics Branch, November 10, 1947; Der Sosial- 
demokrat, the official organ of the S.P.D., Berlin, 
January 26, 1948; Der Telegraf, a British licensed pa- 
per, Berlin, November 2, 1947, and February 10, 
1948; and Der Tagesspiegel, United States licensed, 
Berlin, February 20, 1948. (Reports on labor mat- 
ters in the German press are usually carried by the 
-— Excerpts within a few days of their publica- 

ion. 
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mines were affiliated with the Commu- 
nist party. 

An analysis of the personalities in- 
volved in the 1947 works council elec- 
tions in the Ruhr mines shows that the 
brunt of the Communist losses was 
borne by the party’s most outspoken and 
radical supporters. In a number of mines, 
the chairmen and members of the works 
councils who had assiduously followed 
the “party line” in fomenting work stop- 
pages and slowdowns in protest against 
the food situation, the use of CARE 
packages as incentives for miners, dis- 
mantlings, and the like, were not re- 
elected.® 

Apparently the Communists have not 
succeeded in checking their loss of 
strength in the Ruhr mines. A series of 
radical changes in the “behind-the- 
scene” leadership of the party’s repre- 
sentatives in the labor movement, frantic 
efforts at winning the support of the 
miners through vigorous and repeated at- 
tacks against the German and bizonal 
mining authorities, and the “deplorable 
conditions” engendered by the rule of 
the Western Allies have not altered the 
trend. In the 1948 election of delegates 
to choose the executive committee and 
the officials of the miners union in the 
British zone the Social Democrats were 
well ahead of the Communists in most 
areas. For example, in 103 pits in the 
regions of Dortmund, Gelsenkirchen, 
Recklinghausen, Bochum, Hamm, and 
Hagen, the Social Democrats won a total 
of 199 delegates, to 157 for the Com- 
munists. The Christian Democrats elect- 
ed 25 delegates, and 5 were nonpartisan. 

§ The most notable instance occurred in an Essen 
mine where Gottfried Wilhelm, a Communist who 
had been a prominent figure in directing a food 
protest strike in the mine in the spring of 1947 and 
was a candidate for re-election as chairman of the 


works council, was decisively defeated by his non- 
Communist opponent. 
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In a number of mines which had been 
strongly Communist since the early oc- 
cupation, the Communist majority was 
reduced to a plurality or even a minority 
for the first time. For instance, in the 
Buer precinct the Communists elected 
only 24 delegates to the 1948 convention. 
This equaled their former number but 
represented a loss in relative strength; 
for the total delegates in the area had 
been increased by 1o in the intervening 
period, with the Social Democrats gain- 
ing 9 of them and the Christian Demo- 
crats 1. Of the aggregate delegation from 
this precinct, the Social Democrats 
gained 1g representatives and the Chris- 
tian Democrats 6. But the Communists 
retained their lead over the Social Demo- 
crats and the Christian Democrats in 
some cases. In the mines of Essen and 
Oberhausen, for example, the Com- 
munists elected 78 delegates to 53 for the 
Social Democrats, 39 for the Christian 
Democrats, and 3 for the nonpartisans.° 
The over-all strength of the anti-Com- 
munist forces, however, was sufficient to 
defeat all K.P.D. candidates for the ex- 
ecutive committee of the zonal organiza- 
tion. Most significant was the ouster of 
Willi Agatz, the young and forceful lead- 
er of the Communist faction in the Ruhr 
mines who had held the vice-chairman- 
ship of the union since its reconstitution 
in 1945. 

It is comforting to free people to know 
that the Communists have fallen far 
short of their goal in Germany and that 
their influence in the Western zones ap- 
pears to be on the wane. But it is dis- 
heartening to compare their present nu- 
merical strength with that in the pre- 

* The Communists in the British zone also re- 
tained control of the dockworkers’ organizations, 
especially in Hamburg, where eighteen of the repre- 
sentatives elected to the general works council in 


1948 were members of the K.P.D. and only one was 
of the S.P.D. (see Cole, op. cit., p. 13). 
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Hitler labor movement when Syndicalist 
and Communist trade-unions represent- 
ed barely 1 per cent of the total organ- 
ized workers.'® Communist and anti- 
Communist labor in Germany differ on 
a number of fundamental issues. The 
following illustrations should suffice to 
make these differences clear. 

The Communists promote highly cen- 
tralized labor organizations whose pol- 
icies and activities at all times are closely 
integrated with, and subsidiary to, those 
of their political organ, the Socialist 
Unity party. The executive committee 
of the Berlin F.D.G.B., for example, de- 
termines all policies and allows no devia- 
tions on the part of its eighteen affiliated 
industrial unions.“ The individual un- 
ions are responsible either to city-wide 
centrals or to borough committees, both 
of which are under the direct supervision 
of the Federation’s executive body. No 
affiliated union may have a treasury in- 
dependent of the F.D.G.B.; and the ex- 
ecutive committee is free to expend the 
funds, including the determination of the 
sums to be redistributed among the in- 
dividual unions, in whatever way it sees 
fit. For the most part, collective bargain- 
ing is carried on by the Federation or its 
representatives rather than by the in- 
dividual unions. But in all cases labor’s 
basic demands are drafted by the execu- 
tive committee. On all public questions 
the F.D.G.B. follows the position of the 
Socialist Unity party. In fact, the state- 
ments of the two organizations are often 

© John P. Umbach, “Labor Conditions in Ger- 
many,” Monthly Labor Review, LX (March, 1945) 
(Serial No. R. 1735), 17. 

™ The structure of the F.D.G.B. is analyzed in 
OMGUS Report, Manpower, etc., op. cit., “Trade 
Union Organization in Berlin,” Annex A, Report 
No. 6, January 26, 1946, pp. 17-22. For a similar 
analysis of trade-unions in the American area of 
occupation see Labor Organization in the U.S. Zone 


of Germany, Special Report of the Military Gover- 
nor, April 15, 1946, 20 pp. 
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couched in the same language. The lead- 
ers of the F.D.G.B. insist that, as an ad- 
junct of the Socialist Unity party, their 
organization is entitled to direct repre- 
sentation in any central government that 
may be established for the future Ger- 
many. 

In the initial stages of the reconstitu- 
tion of the trade-union movement di- 
rectly after the defeat of Hitler’s armies, 
the preference for centralized organiza- 
tions and nonautonomous federations 
was widespread even among anti-Com- 
munist labor.” Ideological differences 
were laid aside in the common cause of 
resurrecting a united and anti-Fascist 
labor movement. In general, centralized 
unions and federations were introduced 
in the hope that they would facilitate the 
task of organizing workers and forestall 
the trade-union rivalries which had pre- 
vailed under the Weimar Republic. A 
few non-Communist labor leaders fav- 
ored federations of autonomous unions 
from the beginning of the Allied occupa- 
tion. They believed that such a structure 
was indispensable to a labor movement 
along democratic lines. For the most 
part, however, non-Communist labor 
supported highly centralized organiza- 
tions until it became clear that “the 
totalitarian left”) was as much to be 
feared as the “‘doctrinaires of the right.’’ 
Even today trade-unions in the Western 
zones are more centralized than either 
those of the United States or their prede- 


* The early developments in the postwar labor 
scene in Germany are traced by Samuel Liss, “Re- 
vival of Free Labor Organization in the U.S. 
Occupation Zone in Germany—a Preview,” South- 
ern Economic Journal, XIII (January, 1947), 247- 
56; Oscar Weigert, “Labor Relations in the U.S. 
Zone of Germany,” Monthly Labor Review, LXVI 
(April, 1948) (Serial No. R 1921), 8 pp.; and my 
study, “Labor Relations in American-occupied 
Germany,” in Labor in Postwar America, ed. Colston 
E. _ and Others (New York: Remsen Press, 
1949). 
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cessors in the Weimar Republic."* But in 
all cases the labor organizations of west- 
ern Germany have rejected the general or 
all-covering unions which the Commu- 
nists first promoted."* Moreover, their 
federations, as distinct from the 
F.D.G.B., permit affiliated unions to 
have independent treasuries and to ex- 
ercise a fairly high degree of autonomy 
in the administration of their internal af- 
fairs and in the formulation of economic, 
social, and political policies. An over- 
whelming majority of the trade-union 
leaders in western Germany are now so 
insistent on autonomous federations that 
they are unwilling to sacrifice the inde- 
pendence of their organizations even for 
the sake of labor unity. From the be- 
ginning, the inability of the Communist 
and non-Communist labor unions to hit 
upon a structure of organization which 
would be mutually acceptable was a ma- 
jor obstacle to the efforts of the F.D.G.B. 
to form an interzonal federation of trade- 
unions for all Germany." 

3 Cole (op. cit., p. 9) noted the high degree of 
centralization prevalent in the trade-unions of the 
British zone this past summer and compared this 
structure of organization quite unfavorably to that 
of the labor federations in the United States. For a 
discussion of this trend in German trade-unionism 
see my article, “The Reconstitution of the German 


Trade Union Movement,” Political Science Quar- 
terly, LXIV (March, 1949), esp. 35-39- 


4The Communists sponsored general unions, 
since it was relatively easy to control labor for 
political and economic purposes where labor’s 
organizations took in all workers in an area regard- 
less of skill, trade, or type of industrial employment. 
When the general unions gave way to associations 
of craft workers and industrial unions, the Com- 
munists, seeking organizations which would be 
amenable to their purposes, supported highly cen- 
tralized unions and nonautonomous federations of 
the F.D.G.B. type. 


1s These differences are reviewed by the Hessian 
trade-union federation in its statement approving 
labor unity for western Germany while rejecting 
the F.D.G.B. proposal for an all-German trade- 
union congress (summarized in French-licensed 
Der Kurier, Berlin, October 13, 1947). 
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All German trade-unionists strive to 
carry worker solidarity into the political 
arena. And, in this, they are following the 
tradition of free labor in Germany prior 
to Hitler and of trade-unionism generally 
on the Continent. But, unlike the 
F.D.G.B., non-Communist labor in the 
Western zones undertakes political ac- 
tivities for the primary purpose of im- 
proving conditions of employment and 
raising the general standard of living of 
wage-earners rather than of altering the 
economic system as such. Moreover, al- 
though the trade-unions of western Ger- 
many recognize labor’s right to prefer the 
programs of one political party to those 
of another, they insist on being free to 
determine their policies independently. 
In general, non-Communists in the Ger- 
man labor movement are critical of the 
close association between the F.D.G.B.., 
the S.E.D., and the ruling powers of the 
state, for they hold that such a relation- 
ship precludes the development of free 
and democratic trade-unions.” 

Regardless of ideology, German labor 
seeks direct participation in planning and 
administering the economic reconstruc- 
tion. In the resolution unanimously 
adopted at the fourth interzonal trade- 
union conference in 1947, even members 
of the Christian Democratic party in the 
labor movement approved of some form 
of planned economy in which they will 
participate. But the F.D.G.B., in follow- 
ing the policy of the S.E.D., apes the 


© The refusal of the non-Commnnists in the Ber- 
lin labor movement to accept the tie-up between the 
F.D.G.B. and the S.E.D. and the Soviets was the 
principal reason for the establishment of the U.G.O. 
The recognition of the U.G.O. as an independent 
labor organization by the trade-unionists and Mili- 
tary Government of western Germany and its de- 
nunciation by the Soviet Military Government were 
reported in Die neue Zeitung, official organ of United 
States Military Government, Berlin, March 7, 
1948, and July 31, 1948, and in Der Abend, United 
States licensed, Berlin, February 14, 1948. 
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Soviets in giving lip service to worker 
representation in economic affairs while 
maintaining control in the hands of the 
“party.” With this in mind, economic 
chambers have been proposed as replace- 
ments for employers’ associations. As es- 
tablished in the Soviet zone, the econom- 
ic chambers are composed of representa- 
tives of the F.D.G.B., the S.E.D., and the 
state department of economics. The 
chambers engage in economic planning 
on an industry level and in setting the 
standards of employment for individual 
plants. During the period in which the 
Allied powers jointly ruled Berlin, the 
Soviets continually sought, without suc- 
cess, to establish economic chambers for 
the city’s industries. The F.D.G.B. has 
protested the refusal of the Western 
powers to agree to outlaw the “monopo- 
listic” and “‘fascist’”’ associations of em- 
ployers. In an effort to minimize the im- 
portance of such organizations, it nego- 
tiates with employers only on a plant 
basis. '? The trade-unions of the Western 
zones have frequently complained of the 
growing strength of the thirty-odd em- 
ployers’ associations approved by Mili- 
tary Government for purposes of negoti- 
ating with labor; but there is no agitation 
on their part, save from a very small 
Communist minority, for economic 
chambers. 

In the Soviet zone labor has also been 
given representation on the central ad- 
ministrative body for economic affairs. 
Of the twenty-four representatives on 

17In refusing to deal with organizations of em- 
ployers, the F.D.G.B. has charged that “employers 
associations led by monopolists were chiefly re 
sponsible for the rst and 2nd World Wars and the 
fascist dictatorship” and that “the balance necessary 
for collective bargaining . . . would not be established 
if Berlin trade unions recognize employers’ associa- 
tions since economic power in any event lies with 
the employers” (Neues Deutschland, organ of the 


S.E.D., Berlin, and the Tribuene, organ of the 
F.D.G.B., Berlin, December 11, 1947). 
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the central body, the F.D.G.B. has three 
and the Farmers’ Union two."* Labor in 
the Western zones has no illusions as to 
where the final authority lies in the eco- 
nomic administration in the Soviet zone 
—all members are appointed by the Sovi- 
et Military Government and are respon- 
sible to it. But the position of the non- 
Communist majority in the trade-union 
movement is made difficult by the appar- 
ent importance of the role played by la- 
bor in planning and administering the 
economic reconstruction in eastern Ger- 
many. Labor has little voice in the Ger- 
man Economic Administration which 
was established for the American and 
British zones in February, 1948, as a re- 
placement for the bizonal economic coun- 
cil, to implement the Marshall Plan in 
western Germany. Until August, when 
a department of labor was created, or- 
ganized labor had no representation on 
the central authority for economic mat- 
ters. In general, the trade-unions of the 
Western zones advocate a mixed economy 
not unlike that in Great Britain. While 
they demand a right to participate in the 
planning and administration of the econ- 
omy, they reject attempts at “‘sovietiz- 
ing” Germany. 

In the ‘‘plan” for economic reconstruc- 
tion, the F.D.G.B. favors the program 
prepared by the Soviets and attributed 
to Molotov. Specific proposals for the re- 
construction were embodied in SMA 
Order No. 234, issued by Military Gov- 
ernment in the Russian zone on October 
9, 1947."° The trade-unions of western 


“The economic administration for the Soviet 
zone was established by SMA Order No. 32 on 
February 13, 1948, in order to “strengthen” the 
German economic advisory commission which had 
been created in June, 1947. In addition to the labor 
members, the economic administration is composed 
of representatives from each of the five Lander, the 
Presidents of the twelve economic departments, a 

irman, and a vice-chairman. 
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Germany, on the other hand, almost 
unanimously support the Marshall Plan. 
Only in a few individual unions and one 
labor federation (the Baden trade-union 
federation with headquarters in Frei- 
burg, French zone) have the Communists 
mustered sufficient strength to disap- 
prove the Marshall Plan.”° In every in- 
stance where the Marshall Plan has been 
rejected, labor’s position follows the pat- 
tern laid down by the F.D.G.B. and 
S.E.D., to wit, that the European Re- 
covery Program will lead to a division of 
Germany, increase the danger of armed 
conflict, prevent trade-union unity in 
Germany and the world, and strengthen 
“imperialist and reactionary capitalism” 
by serving “‘the big business interests of 
America.”** After the meetings of the 
World Federation of Trade Unions at 
Rome, where the Soviet bloc failed to 
gain support for its proposal denouncing 
the Marshall Plan in the name of the 
Federation, Communist labor in Ger- 
many expressed a willingness to tolerate 
divergent views on the question of co- 
operation with the ERP. At the eighth 
interzonal conference held in Heidelberg 
in March a year ago, the F.D.G.B. 
abandoned its pressure on the trade- 
unions of the Western zones to join with 
it in rejecting the Marshall Plan. 

*#9SMA Order No. 234 was printed in full in the 
OMGUS Daily Excerpts, October 10, 1947, and in 


the United States Department of Labor publication, 
Labor Abroad, No. 5, December, 1947, p. 21. 


2° The metal trades-union, the dockworkers, and 
a volatile minority in the miners union have been 
the most outspoken opponents of the Marshall Plan 
among organized labor groups in the Western zones. 
Cole (op. cit., p. 3) reported that although five out 
of the ten members of the executive board of the 
Baden federation are Communists, this representa- 
tion is far out of proportion to the strength of the 
Communists among the affiliated unions and that 
the Federation’s original rejection of the Marshall 
Plan was reversed this past summer. 


* These and other objections to the Marshall 
Plan are reported in the Tribuene, March 23, 1948. 
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In the implementation of the Soviet 
plan for economic reconstruction, an in- 
tensive drive for “work discipline” has 
been undertaken with the full support of 
the F.D.G.B. Organized labor in western 
Germany recognizes the necessity for 
establishing working rules designed to 
curb individual members who may seek 
to improve their economic status at the 
expense of fellow-workers. But the dis- 
ciplinary measures of the Communists 
encourage workers to embark on a “‘vi- 
cious competition for the job.” The in- 
evitable result is that labor in the Soviet 
zone is forced to work under conditions 
which would not be tolerated in private 
enterprise or in a free society. Unlike the 
F.D.G.B., non-Communist trade-unions 
do not agree that they should abandon 
their responsibility for protecting the 
economic interests of their members 


where industry is nationalized, in “ peo- 
ple’s enterprises,” or in communities run 
by people’s congresses. They insist that 


the substitution of the public for a pri- 
vate employer does not resolve the basic 
conflicts in industry which gave rise to 
the organization of workers. Regardless 
of whether the pressure comes from the 
state or the employer, these trade-unions 
refuse to relax their efforts to achieve a 
balance between the social costs of pro- 
duction and the goal of maximizing out- 
put at minimum monetary costs. 

The trade-unions outside the Soviet 
orbit are especially critical of the use of 
SMA Order No. 234 to brand all ab- 
sences from the job as the work of “‘strik- 
ers” and “‘loafers.”’ As in the case of 563 
workers in Brandenburg and 120 trans- 
port employees in Dresden, all “‘offend- 
ers” are punished with dismissal, loss of 
bonus wages, reduction in rations, de- 
nial of a hot noonday meal at the plant, 
and reprisals of a similar nature.” The 
non-Communist trade-unions also liken 
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the F.D.G.B.’s partiality to piece-rate 
systems of pay and “Stakhanovite”’ com- 
petitions to increase output, as stipulated 
in SMA Order No. 234, to the infamous 
practices of Dr. Ley and the D.A.F. The 
traditional opposition of German labor 
to piecework is epitomized in the trade- 
union slogan, Akkord ist Mord. Because 
it has abandoned this position, the 
F.D.G.B. is criticized by the anti-Com- 
munist trade-unions of western Germany 
for encouraging its members to work un- 
der ‘“‘slave drivers’ and to submit to em- 
ployment with “hordes of inspectors 
prowling about the workshop timing the 
work with stopwatch and notebook.’ 
Communist and  non-Communist 
trade-unions alike condemn the Western 
Allies for refusing to permit Lander, such 
as Hesse, to implement provisions in 
their state constitutions which call for 
socialization.*4 But the Communists and 


= For a report of the penalties invoked under 
SMA Order No. 234 see the Maerkische Volkstimme, 
organ of the S.E.D., Potsdam, October 12 and 26, 
1947, and Der Tagesspiegel, November 21, 1947. 
After the Soviets took over the administration 
of SMA Order No. 234 in early 1948 because they 
were “dissatisfied” with the “slowness of improve- 
ments” in productivity and work discipline under 
German supervision, there has been even less con- 
sideration of labor’s health and welfare in the 
Russian zone. The Soviet statement upon taking 
over the implementation of SMA Order No. 234 
was carried in the Taegliche Rundschau, official 
organ of the Soviet Military Government, Berlin, 
January 28, 1948. 


23 The arguments against piece and incentive-pay 
systems of the Stakhanovite type are presented in 
Der Sozialdemokrat, December 10, 1947. They are 
also set forth in the U.G.O.’s demand for changes in 
the F.D.G.B. reported in Freiheit, the official organ 
along with Das freie Wort of the U.G.O., Berlin, 
March 23, 1948. 


*4The official policies of the United States, 
Great Britain, and France on the question of sociali- 
zation differ somewhat. In general, however, the 
position is taken that, despite the wishes of the 
people of a particular state as duly expressed in 8 
free and democratic plebiscite, legislation on the 
socialization of industry should be postponed until 
after the Germans have had an opportunity to spec 
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non-Communists are not in complete 
agreement on this “fundamental demand 
of organized labor.” The Western trade- 
unions reject nationalization in the Com- 
munist sense as being “excessively bu- 
reaucratic” and giving “the state too 
much power.”’ Moreover, they limit their 
demand to basic industries, whereas the 
F.D.G.B. urges nationalization (as in the 
Saxony of the Soviet zone) of retail and 
handicraft shops as well as the manufac- 
turing, transport, and extractive indus- 
tries.” 

On the status and function of works 
councils, the policies of the Communist 
and anti-Communist trade-unions of 
Germany differ only in degree. Both 
groups favor the codetermination of 
works councils in fashioning price and 
production policy along with matters di- 
rectly affecting conditions of employ- 
ment such as hiring, firing, promotions, 
welfare, safety and recreatioal meas- 
ures, and the like. Moreover, they are 
equally vocal in protesting the refusal of 
the Western Allies to permit laws requir- 
ing codetermination to be enacted by the 
states. But the Communists, as after 
World War I, view the works councils as 
a means for gaining control over indus- 
try. To them, as to Communist laborers 
elsewhere on the Continent, the right of 
codetermination in private industry is 
thought of as providing works councils 


fy the division of power between the Lander and 
the central government. This is necessary, it is 
declared, because the question is “vital to Germany 
as a whole” (Monthly Report of the Control Com- 
mission for Germany (British Element], August, 
1948, p. 15). 


* By the spring of 1948 almost half the industry 
of the Land Saxony had been nationalized, including 
bakeries, food and meat stores, haberdasheries, and 
the like. Der Sozialdemokrat, April 2, and Die neue 
Zeitung, April 3, 1948, carry reports of the socializa- 
tion of industry in the Soviet zone. 


with veto power over management in all 
matters. 

Non-Communist trade-unions, on the 
other hand, are more inclined to look 
upon works councils as an aid to the labor 
movement in improving working condi- 
tions in the plant rather than as an agent 
for gaining control over industry. Organ- 
ized labor has an interest in the financial, 
production, and price policies of industry. 
But, among trade-unions free from Com- 
munist domination, the exercise of the 
principle of codetermination, where ac- 
cepted by the employers, has resulted in 
joint undertakings not unlike those en- 
gaged in under labor-management co- 
operation in certain industries in the 
United States.*7 There is no doubt that 


% Military Government’s reasons for refusing 
to permit the Lander to implement provisions in their 
state constitutions calling for the codetermination 
of works councils are virtually identical with those 
given on the question of the socialization of German 
industry. The Bipartite Board’s position on works 
councils and codetermination under state laws is 
reported by the British Control Commission (0p. cit., 
August, 1948, pp. 6 and 49). Also see the commen- 
tary of R. Kohl, labor minister of Wiirttemberg- 
Baden, to the effect that the denial of the mandate 
of the German people by Military Government in 
the matter of codetermination weakens the cause of 
a free labor movement by playing into the hands of 
the employers and giving the Communists ammuni- 
tion for rallying workers to their program (Mitleilun- 
gen des Arbeitsministeriums, W iirttemberg-Baden, 
Stuttgart, February 15, 1948). 

The “right of codetermination” (Mitbestim- 
mungsrecht), as defined in an editorial note of an 
OMGUS publication by Charles E. Shaw (Human 
Relations in Industry (“Visiting Expert Series,” 
No. 4], December, 1948, p. 3) “has a dual meaning 
depending on whether the term refers to an indi- 
vidual establishment or to the economy asa whole. 
On the plant level, codetermination may be de- 
fined as the participation of labor in management 
whether in social, economic, or personne] matters. 
Codetermination when applied to the general econo- 
my signifies the joint participation of management 
and labor in quasi-official economic agencies.” 

27 See, e.g., the compromise agreement reached by 
labor and management settling a work stoppage 
over the question of the codetermination in a manu- 
facturing plant in Bielefeld (Monthly Report of the 
Control Commission for Germany (British Element], 
May, 1947, Pp. 10). 
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the demand for the codetermination of 
works councils would be de-emphasized 
by organized labor in Germany were it 
not for the pressure of the Communists.” 

In keeping with the tradition of the 
labor movement in the pre-Hitler era, 
German trade-unions are promoting the 
re-establishment of co-operative soci- 
eties.*® But, as is the case with other eco- 
nomic and social institutions favored by 
labor, the structure, organization, and 
function of the so-called ‘‘ co-operatives” 
sponsored by the Communists differ 
widely from the free and democratic in- 
stitutions customarily associated with 
the co-operative movement. The organ- 
izations supported by the F.D.G.B. are 
closer to state monopolies than to true 
co-operatives. In the Western zones, on 
the other hand, organized labor has been 
instrumental in re-establishing co-opera- 
tives in which membership is voluntary 
and all basic questions of policy and ad- 
ministration are determined by all the 
members. With labor’s support, provi- 
sions insuring the democratic adminis- 
tration of co-operative societies have 
been incorporated in Military Govern- 
ment regulations for western Germany.*° 

The gulf between Communist and 
anti-Communist labor organizations in 
Germany is perhaps most evident in the 


*8Zemple (op. cit., p. 11) makes much of this 
point in commenting on the trade-union federations 
of western Germany and the F.D.G.B. in their atti- 
tude toward works councils. 


29 The state of the co-operative movement in 
Germany since the war is reviewed by Florence E. 
Parker in “Cooperatives in Postwar Europe, Part 3: 
Central Europe,” Monthly Labor Review, LXVI, No. 
5 (May, 1948), 507 and 508. See also my article, 
“The German Cooperative Movement in the Occu- 
pation,” Sociology and Social Research, XXXIII 
(March, 1949), 263-70. 

3° E.g., see the British Military Government 
stipulations on co-operative societies as briefly 
stated by the British Control Commission, of. cit., 
August, 1948, p. 11. 
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character of their leadership and in their 
respective programs of worker education. 
The leadership of the F.D.G.B. has been 
held by ‘‘party members” and “follow- 
ers.”” The three Germans most influential 
in forming the F.D.G.B. in Berlin—Wil- 
helm Pieck, F. Dahlem, and Walter UI- 
bricht—were Communist party mem- 
bers of long standing prior to the Allied 
occupation. They came to Berlin in 1945 
when Marshal Zhukov arrived to set up 
headquarters for the Soviet Military 
Government. Of the eight members of 
the provisional trade-union committee 
appointed by the Soviets to direct the or- 
ganizational campaign in Berlin, four— 
Roman Chwalek, Hans Jendretzky, Her- 
mann Schlimme, and Bernhard Goering 
—are still prominent leaders of the 
F.D.G.B. They were among the German 
“leaders” who, upon their return from a 
visit to Russia late in 1947 at the invita- 
tion of Soviet authorities, were quoted 
by the German press as having said “now 
I know what a cultural nation and Social- 
ism are”; “now I can understand why 
railroad tracks are dismantled in Ger- 
many where they are not so essential”; 
“the Stakhanovite system is excellent 
and most democratic.”** 

The emphasis of leadership in the 
Communist labor organizations is on 
youth, aggressiveness, demonstrated op- 
position to fascism, and blind faith in the 
“democratic way” of the Communist or- 
der rather than on efficiency in the trade- 
union movement as such. Of the Com- 
munist leaders, only Pieck is well above 
middle age; and, among the officials of 
the F.D.G.B., Schlimme alone held 4 
position of prominence in the pre-Hitler 
labor movement. 

In western Germany, on the other 

3 The comments of the delegation were carried 


by Der Kurier and Der Tagesspiegel, December 6, 
1947, and by the Tribuene, December 7, 1947. 
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hand, trade-union leaders differ widely 
in ideology, religion, and ambitions. This 
is to be expected in organizations in 
which the leadership is responsible to the 
constituency and the rights of democratic 
rule are guarded by an “undisciplined” 
membership. In the quest for power, the 
Communists excel in ruthlessness. They 
have a Machiavellian agility at turning 
against their rivals the full force of the 
criticism of the Allied occupation, the re- 
sentment at Germany’s defeat, and the 
slow pace of economic reconstruction. 
Moreover, the Communists are able to 
make disciples of their followers. 

In an effort to develop adequate lead- 
ership among its younger members and 
to reacquaint workers with the goals, ob- 
jectives, and responsibilities of the trade- 
union movement, German labor has been 
most active in the field of worker educa- 
tion and in conducting special youth pro- 
grams. The non-Communist unions em- 
phasize organization and economics as 
distinct from ideology and _ politics. 
Among the subjects covered in courses 
offered under the sponsorship of these 
unions are public speaking, parliamen- 
tary procedure, bookkeeping and ac- 
counting, social insurance, labor history 
and law, collective bargaining, works 
councils, labor courts, grievance pro- 
cedure, job evaluation, and wage deter- 
mination. In the F.D.G.B. schools, on 
the other hand, the general education of 
workers has been largely replaced by in- 
doctrination in Marxian dialectics and 
specialized training in the administra- 
tion of particular posts and the assump- 
tion of specific duties in the trade-union 
movement. At the Werlsee and Buch 
schools of the F.D.G.B. in Berlin, all in- 


* See Alice Hanson Cook’s study Workers’ Edu- 
cation in the U.S. Zone of Germany (“Visiting Expert 
Series,” No. 1), OMGUS, Manpower Division, 
June, 1947, 33 pp. 
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structors are members of the S.E.D. The 
required readings include Lenin’s The 
Teachings of Karl Marx and Imperialism; 
The Highest Stage of Capitalism; Stalin’s 
Dialectical and Historical Materialism; 
Engels and Plechanov’s On the Material- 
istic Conception of History; and Marx and 
Engels’ The Communist Manifesto. 
The trade-union youth program of the 
F.D.G.B. is conducted in conjunction 
with the Soviet-sponsored F.D.J. (“Free 
German Youth”). This organization is 
open to young men and women from the 
ages of fourteen through twenty-five and 
has a “‘junior”’ division called the Kinder- 
land for children as young as six years of 
age. The F.D.J. considers that its pri- 
mary task is to “educate” the young 
people to “their responsibilities in the 
new Germany.” Unlike the Hitler youth 
organization, however, membership in 
the F.D.J. is not compulsory; and youths 
are nominally free to refrain from partici- 
pating. Nonetheless, the F.D.J. is a 
propaganda agent for the Soviets; and, 
in this, it works closely with the 
F.D.G.B. and the S.E.D. This was espe- 
cially evident after the issuance of SMA 
Order No. 234. The F.D.J., in language 
not unlike that of the F.D.G.B. and the 
S.E.D., urged young workers to improve 
“work discipline on the job,” “stamp 
out’’ absenteeism, and punish all ‘‘lag- 
gards”’ in carrying out the program to in- 
crease industrial output.** Moreover, 
when some ten thousand miners were 
sent to the ore mines in the vicinity of 
Aue, Marienberg, and Annaberg in South 
Saxony (Soviet zone) without concern for 
the age limits in existing child labor 


33 A lengthy and critical view of the educational 
program of the F.D.G.B. at the Werlsee school 
appears in the Freiheit, February 27, 1948. 

34See the report of the F.D.J. conference at 
Schénebeck on the Elbe carried in Der Kurier, 
November 17, 1947. 
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laws, the F.D.J. enthusiastically sup- 
ported the action. The F.D.J. chairman 
contended that juvenile workers were 
not being exploited. Employed in nation- 
alized mines, they would be helping the 
“new democratic Germany” rather than 
“lining the pockets of monopolistic capi- 
talists.’’5 

For the most part, German labor has 
successfully resisted communism in its 
organization. Only in the Soviet zone and 
in the Russian sector of Berlin do the 
Communists control German trade-un- 
ions, and this is principally due to the 
tyranny of the Soviet Military Govern- 

38 [bid., December 13, 1947. 
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ment. In western Germany, where trade- 
unions are free, they are a potent force 
for democratic government. Their organ- 
izations follow the democratic principles 
of the Western world. So do the econom- 
ic, social, and political institutions that 
labor promotes. A government of western 
Germany is only in its formative stages. 
But the rejection of communism and 
totalitarianism by the vast majority of 
German laborers suggests that the faith 
of the Western Allies in the democratic 
character of free German trade-unions 
has not been misplaced. 
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that the exchange of goods and 
services between a planned economy and 
the outside world must be carried out by 
a state trading monopoly or by bulk-pur- 
chase agreements. Since the outstand- 
ing example of a state trading monopoly 
is provided by the practice of the Soviet 
Union and since a large part of the litera- 
ture on national economic planning 
comes from writers sympathetic to col- 
lectivist doctrines, the conclusion has 
been drawn, not incorrectly, that. theo- 
ries on a high degree of centralized con- 
trol of foreign trade operations are part 
and parcel of socialist doctrine.’ But a 
closer examination of the literature 
shows that, although the actual policies 
proposed by various socialists are similar, 
the reasoning underlying these proposals 
varies considerably. 

The explicit statements on commer- 
cial policy by Marx and Engels were too 
sketchy to permit direct application at a 
later time and under changed conditions. 
Thus in rgo1 a socialist writer who con- 
tributed to the discussion of commercial 
policy then proceeding in Germany re- 


ODERN theory and practice of na- 
M tional economic planning agree 


* Descriptions of the Soviet foreign trade mo- 
nopoly are given, among others, by Alexander M. 
Baykov, Soviet Foreign Trade (Princeton: Princeton 
University Press, 1946), esp. pp. 7-40; and Mikhail 
V. Condoide, Russian-American Trade (Columbus: 
Ohio State University Press, 1946), esp. pp. 23-45. 
Among writers on national economic planning who 
explicitly advocate state trading monopolies con- 
sult, above all, H. D. Dickinson, Economics of 
Socialism (London: Oxford University Press, 1939), 
pp. 177-78; and Carl Landauer, Theory of National 
Economic Planning (Berkeley: University of Cali- 
fornia Press, 1944), pp. 120-46. 


gretted that “also as concerns questions 
of commercial policy, the founders of 
scientific socialism died much too early.’” 
Moreover, Marx and Engels had not con- 
cerned themselves with the trade policy 
of a socialist or communist society at all. 
This attitude was, of course, consistent 
with their scorn for “utopian blue- 
prints”; and it was still reflected as late 
as the end of the nineteenth century, 
when one of the leading German socialist 
theorists, Karl Kautsky, declared that 
“if the proletariat becomes victorious it 
will establish social institutions under 
which the question of free trade versus 
protection will not appear any more, or 
at any rate, will not appear any more in 
its present form.” This statement was 
made in a debate on what position the 
socialists should take with respect to the 
commercial policy of capitalist Germany. 
Since the answers could not be found in 
the works of Marx, Kautsky and his as- 
sociates had to develop a doctrine appli- 
cable to the circumstances of Germany of 
their time, just as the leaders of the Rus- 
sian revolution had to develop one for the 
special needs and conditions of the 
U.S.S.R. some twenty years later. 

Thus it may be said that socialist doc- 
trine on commercial policy varied in time 
as well as with the conditions of the coun- 
try to which it was applied. As a rule, 
political necessity determined the course 

? Parvus, “Die Handelspolitik und die Doktrin,” 
Die Neue Zeit, XTX, Part I (1900-1901), 587. 

3 See speech by Karl Kautsky in Protokoll uber 
die Verhandlungen des Parteitages der Sosialdemo- 
kratischen Partei Deutschlands, abgehalten su Stutt- 
gart vom 3. bis 8. Oktober 1898 (Berlin: Expedition 
der Buchhandlung Vorwirts, 1898), p. 190. 
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of theorizing; and it is therefore not sur- 
prising that socialists developed different 
doctrines of trade policy for capitalist 
and collectivist states. It is the purpose 
of this essay to trace the major socialist 
contributions to the theory of interna- 
tional trade and, wherever possible, to re- 
late them to one another and to the con- 
ditions under which they arose. 


I 


Although one could point to many pre- 
cursors of socialist thought from antiqui- 
ty on, modern socialism is a child of the 
economic developments culminating in 
the Industrial Revolution and of the po- 
litical ideas which found their most elab- 
orate expression in the French Revolu- 
tion. Hence modern socialism is a set of 
politico-economic doctrines based chiefly 
on the view that it is possible to replace 
the free initiative of individuals by the 
concerted action of society in the produc- 
tion and distribution of income and 
wealth and that this process alone will 
lead to the true realization of equality, 
peace, and freedom—the triple ideals of 
the left wing in revolutionary France.‘ 

If we confine our search for expressions 
of the relationship between socialist 
thought in general and commercial policy 
in particular to the time since the end of 
the eighteenth century, we find at the 
very beginning of this period a singularly 
full and explicit statement in the work of 
Johann Gottlieb Fichte.’ Fichte’s posi- 

4See Elie Halévy, Histoire du socialisme européen 
(Paris: Librairie Gallimard, 1948), pp. 18-20. 
Halévy denies the relation between the French 
Revolution and modern socialism; and in a narrow 
sense this view is correct. But the same ideas which 
found expression in the ideology of the Revolution 
also can be traced to later socialist doctrine, and 
in this sense both events have common antecedents. 
Certainly, socialism is not a purely economic sys- 
tem of thought, as Halévy would make it; if we rule 
out the political aspects, it would be difficult to 


find a place for the theories of men like Fourier or 
Saint-Simon in the history of socialist thought. 
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tion in the history of socialist thought 
has been variously interpreted. Some stu- 
dents of the history of socialism consider 
him a socialist; while others take the op- 
posite view.° Certainly, Fichte was not a 
thoroughgoing collectivist, for he retains 
in his “rational state” private property 
and individualistic production; but, if 
one examines closely Fichte’s statements 
concerning the institutions and function- 
ing of the ideal state, many elements 
typical of later socialist theught can be 
found. In spite of his emphasis on per- 
sonal freedom of the individual, he 
stresses the idea of equality; and his rea- 
son for “closing” the ideal state from the 
outside world is to assure peace and 
fraternity. 

But Fichte’s work would hardly inter- 
est us, were it not that in his book on the 
“Closed Mercantile State,” we find, for 
the first time, the explicit proposal that 
the state monopolize foreign trade. This 
proposal is an outgrowth of Fichte’s at- 
tempt to prescribe the operations of a 
closed economic system based on natural 
law and perfect rationality. Fichte’s book 
is an excellent example of how a strongly 
one-sided value position may appear in 
the guise of a statement of fact. Starting 
from a few propositions supposedly 
based on the nature of man and society 
and proceeding by apparently perfectly 

5 Der geschlossne Handelsstaat (Tiibingen: J. G. 
Gotta’sche Buchhandlung, 1800). 


6 Among writers who count Fichte among the 
socialists are Marianne Weber, Fichte’s Sosialismus 
und sein Verhdlinis sur Marx’schen Doktrin (Tibin- 
gen: Verlag von J. C. B. Mohr, 1900); and Edmond 
Laskine, “Socialisme, mouvement: ouvrier ¢t 
politique douaniére,” in Festschrift fiir Carl Griin- 
berg sum 70. Geburtstag (Leipzig: C. L. Hirschfeld 
Verlag, 1932), pp. 227-28. On the other hand, 
Fichte’s position as a socialist is contested by 
Anton Menger, The Right to the Whole Produce of 
Labour (London: Macmillan & Co., 1899), pp- 33735: 
and Max Beer, Allgemeine Geschichte des Sosialismus 
und der sosialen Kémpfe (Berlin: Verlag fiir Sozial- 
wissenschaft, 1923), IV, 49-54. 
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logical deductive steps from these axi- 
oms, Fichte arrives at a set of economic 
rules which are neither natural nor work- 
able. 

Since a critical evaluation of Fichte’s 
economic model cannot be attempted 
here, I shall present only his conclusions. 
He assumes a natural set of prices within 
an economy which guarantees full com- 
pensation to the producers of the various 
goods and services and at the same time 
a just and egalitarian distribution of the 
national product. Since domestic prices 
are controlled by the state, the major 
source of fluctuations of prices and of 
their deviations from the true value of 
goods appears to lie in the interaction be- 
tween the national economy and the out- 
side world. International trade thwarts 
attempts at one-sided regulation of pro- 
duction, prices, and distribution. Hence, 
in the interest of maintaining just and 
stable value and property relationships, 
Fichte proposes, as the sole remedy, the 
complete closing-off of the national econ- 
omy against foreign countries. His ideal 
national economy is, therefore, in prin- 
ciple self-sufficient. This also implies, of 
course, that the national economy find 
“natural boundaries,”’ i.e., that the state 
enlarge its area to such an extent as to be 
able to meet all its vital needs internally, 
to stand economically on its own feet, to 
be able to close its frontiers to the move- 
ment of goods and services—save those 
of scientists and artists—and to intro- 
duce an inconvertible national currency. 
Once the “national boundaries” are at- 
tained, international trade—like the 
state itself in Engels’ theory—will 
“wither away.” In the interim, the 
state ought to monopolize all trade with 
foreign countries, since this is the only 
way to make wants for foreign goods 
gradually disappear.’ 
1See'Fichte, op. cit., esp. Pp. 201-go. 


Fichte makes a logical mistake at a 
crucial point when he assumes that, in 
order to preserve internal stability, the 
economy has to be closed against trade 
with the rest of the world. I have dis- 
cussed the compatibility of national 
planning with an open trading system 
elsewhere and need not repeat the argu- 
ment here. Fichte, although mistaken, is 
in good company. But the historical 
sources of his ideas can throw light on the 
whole system of his economy, allegedly 
based on reason, and on the concrete pol- 
icies proposed by him. In part, his views 
are an outcome of the economic and tech- 
nological conditions of his time. In his 
day, a country the size of the Holy Ro- 
man Empire in its original boundaries or 
of Britain and France combined could be 
fairly self-sufficient. Moreover, Fichte 
was opposed to the many petty restric- 
tions and regulations of mercantilism, 
the resulting pressures exercised by spe- 
cial interests, and the high profits accru- 
ing to joint-stock companies which mo- 
nopolized certain areas of foreign trade. 
His book is a revolt against mercantilism 
by a man who fundamentally supports 
individualism as the basis of economic 
behavior. Yet why did Fichte not devel- 
op a system similar in outlook to that of 
Adam Smith or the Physiocrats? 

We can find the answer by comparing 
Fichte’s system with that of a group of 
French revolutionaries, who, under the 
leadership of Gracchus Babeuf, formed 
the “Conspiracy of the Equals.” The 
conspiracy was discovered in 1796, and 
its leaders were executed or exiled, after 
a long trial, in 1797. But the brain of the 
conspiracy, Filippo Buonarroti, sur- 
vived. In 1828 he published an account 


§See B. F. Hoselitz, “Socialist Planning and 
International Economic Relations,’’ American Eco- 
nomic Review, XXXIII, No. 4 (December, 1943), 
839-51. 
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of the history and political program of 
the group and appended a series of docu- 
ments which he had salvaged some thirty 
years earlier from the police.* Several 
writers have suspected that Fichte may 
have been acquainted with, and perhaps 
influenced by, the ideas of Babeuf and 
his associates.*® Careful comparison of 
the political program of the French con- 
spirators with Fichte’s ideas shows sev- 
eral significant points of coincidence. 
Both interpret property (in civil law) not 
as a right of a person to a thing but as a 
right to exclude others from engaging in 
activity with respect to an object; both 
display a strong bias against private 
commerce, in which they see a source of 
selfishness and corruption; both favor the 
establishment of centralized_grain-col- 
lecting stations, from which food is to be 
distributed over the whole area of the 
state; both express the views that peace 
can be assured only by a minimum of in- 
ternational commercial intercourse; and 
both are, for this reason, in favor of a 
monopoly by the state in matters of for- 
eign trade." Since Fichte had been in his 
youth an enthusiast for the French Rev- 
olution and since in 1796 and 1797, at the 
time of the trial against the conspirators, 
fairly detailed accounts on Babeuf, his 
program, and the trial itself were pub- 


* Filippo Michele Buonarroti, Conspiration pour 
Végalité, dite de Babeuf, etc. (2 vols.; Bruxelles: La 
Librairie Romantique, 1828). I have had access only 
toa German translation of this work, Ph. Buonarroti, 
Babeuf und die Verschworung fiir die Gleichheit, 
German trans. by Anna and Wilhelm Blos (Stutt- 
gart: Verlag von J. H. W. Dietz Nachf., 1909). All 
further references are to this translation. 


1° See, e.g., Marianne Weber, op. cit., pp. 65-66; 
Laskine, op. cit., p. 227; and, above all, Xavier 
Léon, “Le Socialisme de Fichte d’aprés l'état com- 
mercial fermé,” Revue de métaphysique et de morale, 
XXII, No. 2 (April, 1914), 201-16. 


Compare Buonarroti, op. cit., pp. 187-88, 190, 
212, and 223-24, with corresponding passages by 
Fichte, op. cit., pp. 156-58, 14-15, 278, and 203-5. 
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lished in Germany and, in ail probability, 
were accessible to Fichte, it is very likely 
that Fichte’s views were influenced by 
the ideas of the French conspirators and 
that the “Closed Mercantile State” is, in 
essence, nothing but the best part of this 
program raised to philosophical respect- 
ability through its abstract reasoning 
and its emphasis on the “natural” and 
“rational” order of the economy.” 

Neither Fichte’s nor Babeuf’s views on 
foreign trade had any noticeable influ- 
ence on their contemporaries or immedi- 
ate followers. A Babeuvist movement 
continued in France, but it took over 
from Babeuf only the demand for abso- 
lute equality and, flowing from it, for 
community of property. The other early 
French socialists, save Preudhon, were 
little concerned with international trade. 
Proudhon’s ideas are, on the whole, col- 
ored by his antagonism to competition in 
general. He sees in free trade an exten- 
sion of the “self-contradictory principle 
of competition” from the national to the 
international sphere: He therefore advo- 
cates tariffs to protect the French econo- 
my against being completely disrupted 
by competition from abroad. 

No profitable end is served by dwelling 
at length on Proudhon’s views. He com- 
pletely ignores the theorem of compara- 

But there is one fundamental difference be- 
tween Babeuf’s and Fichte’s political thought. 
Babeuf starts with the axiomatic assumption that 
private property is by no means founded on natural 
law but is an “invention” of civil law and ¢an, there- 
fore, be limited or abolished at will. Fichte, on the 
other hand, starts with an opposed axiom: the pro- 
tection of private property by the state is founded 
upon the nature of ordered human-society. Thus; 
whereas in Babeuf’s program the state trade 
monopoly is necessary because communal property 
of goods in general is postulated, this necessity is 
absent in the system of Fichte. Hence the purpose of 
the state trading monopoly in his system is solely 
that of serving as a means of “forcible persuasion,” 
i.e., of gradually influencing the tastes of consumers 


of the closed state to deflect their wants from im- 
ported goods to domestic substitutes. 
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tive advantage and other elementary 
propositions of Ricardian economics, and 
he sees in the theory of free trade, based 
upon that theorem and expounded by 
English economic theorists, essentially 
an instrument of insidious economic 
penetration by England into the rest of 
the world and into France, in par- 
ticular." 


II 


The most important socialist contribu- 
tion to foreign trade theory after Fichte 
and Babeuf is that of Karl Marx._Marx 
views economic policy in capitalist coun- 
tries essentially from a standpoint em- 
phasizing the historical forms of capital- 
ist development and the chances for the 
revolutionary proletariat to increase its 
power. For him there is no “right” poli- 
cy, for the policy at any time and in any 
country depends on the particular stage 
of economic development of that coun- 
try. Trade policy under capitalism is an 
expression of the struggle within the 
bourgeoisie for the division of surplus 
value, carried on through the medium of 
the state. The desire of each special 
group of capitalists to increase its share 
creates conflicts over the use of a weapon 
which is assumed to protect, and possibly 
to increase, the share of all. However 
heterogeneous the different parts of sur- 
plus value (rent, industrial profit, com- 
mercial profit, interest, etc.), together 
they make up the aggregate social sur- 
plus value, i.e., the total net social prod- 
uct minus wages. But in capitalist society 
one group of receivers of surplus value 
emerges in the lead and induces the state 
to adopt a policy which will increase its 

") See Pierre J. Proudhon, System of Economical 
Contradictions, Eng. trans. (New York: Humboldt 
Pub. Co., n.d.), pp. 217 ff. Proudhon’s views on 
foreign trade as well as the scanty references to it 


by ea lier French socialists are discussed by Laskine, 
Op. cil., pp. 217-24. 





share at the expense of the other groups. 
The aggregate social surplus value indi- 
cates in its composition the stage of capi- 


tal accumulation and the degree of capi-. 


talistic development. This development 
is reflected in the political struggles for 
the control of the state machinery and 
the policy of the state. 

This interpretation of the place of 
economic policy is fully exhibited in 
Marx’s views on international trade, 
which are laid down in a series of writings 
and speeches composed in the period be- 
tween 1845 and 1848, that is, at a time 
preceding Marx’s intensive preoccupa- 
tion with theoretical problems of the 
capitalist economy.* Discussing — the 
British policy of free trade, Marx comes 
out in favor of free trade for England; 
but he favors free trade only with quali- 
fications and for reasons based neither on 
maximization of income nor on analysis 
of the principle of comparative costs. 
Marx, though not ignorant of the eco- 
nomic effects of free trade as outlined by 
Ricardo and his followers, did not con- 
sider the reduction of costs of production 
as beneficial if it was accompanied by an 
equal or even greater reduction of wages. 
This is precisely what Marx expected the 
consequence of a reduction in the price of 
bread (in consequence of the repeal of the 
Corn Laws) to be. He puts it in these 
words: 

The English workingmen have appreci- 
ated to the fullest extent the significance of 
the struggle between the lords of the land and 
of capital. They know very well that the price 
of bread was to be reduced in order to reduce 
wages, and that the profit of capital would rise 
by as much as rent fell. . . . And do not believe 
... that it is a matter of indifference to the 


See Karl Marx, Free Trade: A Speech De- 
livered before the Democratic Club, Brussels, Belgium, 
January 9, 1848, with a Preface by Frederick Engels 
(Boston: Lee & Sheppard, 1888); also Karl Marx, 
“Uber den Schutzzoll,” Die Neue Zeit, XIX, Part I 


(1900-1901), 794-96. 
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workingman whether he receives only four 
francs on account of corn being cheaper when 
he had been receiving five francs before. Have 
not his wages always fallen in comparison with 
profit? And is it not clear that his social position 
has grown worse as compared with that of the 
capitalist? Besides which he loses actually. So 
long as the price of corn was higher, and wages 
were also higher, a small saving in the con- 
sumption of bread sufficed to procure him other 
enjoyments. But as soon as bread is cheap, and 
wages therefore low, he can save almost nothing 
on bread for the purchase of other articles.*s 


In his argument Marx follows directly 
the Ricardian theory that wages will al- 
ways fluctuate around the minimum of 
subsistence. Workers have no interest in 
falling prices, since, before a worker 
spends his income, i.e., before he ex- 
changes his wage against commodities, 
he has exchanged his labor power against 
capital. And the price which he receives 
for his labor is determined exclusively by, 
and is strictly proportional to, the price 
of necessities on the national market. 
But-Marx goes still further, since he as- 
sumes that a reduction of the price of 
bread will bring about a more than pro- 
portional fall in money wages, so that the 
standard of living of the worker will fall 
after the introduction of free trade. He 
agrees with the advocates of free trade 
that it will increase productive forces. 
The advancement of productive forces 
and the concomitant growth of capital 
produce greater accumulation and con- 
centration of capital. This centralization 
of capital involves greater division of la- 
bor and more intensive use of machinery. 
Thereby specialized skills become pro- 
gressively less useful, skilled workers find 
employment only in unskilled occupa- 
tions, and competition for such jobs in- 
creases. Wages are forced down more 
than proportionally, and skilled men are 
dismissed and replaced by unskilled 


8 Marx, Free Trade, p. 31. 
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women and children, to whom lower 
wages can be paid. Marx gives a detailed 
account of these developments, the mis- 


-ery of English workingmen, the terrible 


conditions of child labor, and the like. 

Why, then, in view of all this, did 
Marx favor free trade? The reason is to 
be found in Marx’s long-run perspective 
of the process of capitalist development. 
Historically the development of capital- 
ism from small beginnings to the ruling 
form of social organization is accom- 
panied by the simultaneous growth and 
expansion of an industrial proletariat. 
Free trade removes the fetters which 
keep capitalistic expansion within na- 
tional boundaries, but it does not eradi- 
cate exploitation of the workers by capi- 
talists. And upon this fact Marx bases 
his hopes for the ultimate end of capital- 
ism. The enlargement of opportunities 
for capital, the growth and universal in- 
crease of the proletariat, and the harder 
and more oppressive exploitation of the 
workers of all countries will wield the in- 
ternational unity of the proletariat, 
which, in Marx’s view, is the initial step 
for the social revolution. Hence Marx 
came to the following conclusion: 


Generally speaking, the Protective System, 
in these days, is conservative while the Free- 
Trade System works destructively. It breaks up 
old nationalities and carries the antagonism of 
proletariat and bourgeoisie to the uttermost 
point. In a word, the Free-Trade System has- 
tens the Social Revolution. In this revolution- 
ary sense alone, gentlemen, I am in favor of Free 
Trade.* 


This, however, also clarifies Marx’s at- 
titude to protectionism. Just as he is not 
unqualifiedly in favor of free trade, so he 
is not unqualifiedly opposed to protec- 
tion. He believed that protectionism was 
undesirable and conservative “in these 
days”; but he would hardly have consid- 


6 Tbid., p. 42 (italics not in original). 
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ered his condemnation of protection as 
“conservative” and “reactionary” as 
valid for all countries and all times.’ 
Marx was speaking about England and 
British free trade; his examples are 
drawn from conditions in English indus- 
try. But at the same time that Marx dis- 
cussed British free trade, Engels advo- 
cated protection largely along the lines of 


List for Germany and used the same / 


arguments in favor of infant-industry 
tariffs for Germany which Marx had 
used in favor of free trade for Britain.” 

Marx and Engels maintained this po- 
sition, elaborated in their youth, sub- 
stantially throughout life. In principle, 
they favored free trade for developed 
capitalist countries and infant-industry 
protection as a means of speeding the 
process of capitalist development. In the 
1880’s Engels thought that the time had 
come for the United States and Ger- 
many, and possibly also several of the 
smaller industrial countries of Europe, to 


follow England’s lead and adopt free 
trade.’® But at the time of Engels’ latest 


™ Later Marx even tried to show that the system 
of mercantilist protection was necessary for the 
evolution of modern capitalism, because it was an 
“artificial means of manufacturing manufacturers, 
of expropriating independent laborers, of capitalis- 
ing the national means of production and sub- 
sistence, of forcibly abbreviating the transition 
from the mediaeval to the modern mode of pro- 
duction” (cf. Capital (Chicago: Charles H. Kerr & 
Co., 1906], I, 830). 


“See Franz Mehring, “Zur Freihandelsrede 
von Marx,” Die Neue Zeit, XX, Part I (1901-2), 
353-55; and Friedrich Engels, ““Versammlungen in 
Elberfeld,” in F. Mehring (ed.), Aus dem literari- 
schen Nachlass von Karl Marx, Friedrich Engels und 
Ferdinand Lassalle (Stuttgart: Verlag von J. H. W. 
Dietz, Nachf., 1902), II, 393-402. An exhaustive 
analysis of parallelisms in the views of Marx and 
Engels, on the one hand, and Friedrich List, on the 
other, is presented by Alfred Meusel, List und Marx 
(Jena: Gustav Fischer Verlag, 1928), esp. pp. 90-94 
and 100-107. 


_™ Friedrich Engels, “Schutzzoll and Freihandel,” 
Die Neue Zeit, VI (1888), 289-98. 
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pronouncement on the issue of free trade 
versus protection, agrarian protectionism 
had raised its head in many countries of 
the European Continent and had intro- 
duced a new problem which needed 
tackling. 

III 


As the nineteenth century proceeded, 
the views of Marx and Engels on com- 
mercial policy came to be adopted— 
chiefly through the influence of German 
socialists—throughout the international 
socialist movement. The labor movement 
in Britain—socialist and nonsocialist— 
remained a staunch supporter of free 
trade;”° similarly, the Italian and French 
socialists overwhelmingly supported free 
trade, although in France certain protec- 
tionist plans were proposed by a number 
of influential socialists.* In Germany, 
after a period of vacillation, the Social- 
Democratic party became a consistent 
advocate of free trade, and in its struggle 
against protectionism around the turn of 
the century the Marxian theory of tariffs 
was enlarged and modified. 

Before entering into a discussion of the 
modifications made in the Marxian theo- 
ry at that time, two interpretations of 
the attitude of the Socialist party with 
respect to free trade in principle must be 
examined. There is general agreement 
that the socialists in Germany from 1890 


2° See Benjamin H. Brown, The Tariff Movement 
in Great Britain, 1881-1895 (New York: Colum- 
bia University Press, 1943), p. 50, who quotes 
manuscript reports of the London Trades’ Council 
Manuscripts of 1887 in evidence of this fact. On 
the firm support for free trade on the part of the 
British socialists see, above all, the exhaustive 
account by Eduard Bernstein, “Die britischen 
Arbeiter und der zollpolitische Imperialismus,” 
Archiv fiir Sosialwissenschaft und Sosial politik, XIX 
(1904), 112-39. 

See Laskine, op. cit., pp. 234-37. The pro- 
tectionist plan referred to in the text was a state 
monopoly of grain trade. This proposal is discussed 
at greater length below, pp. 238-39. 
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to 1914 were staunch and consistent sup- 
porters of free trade. Hence it has been 
argued, on the one hand, that they be- 
came the chief advocates of “Manches- 
terism” in Germany and, on the other 
hand, that their attitude was adopted 
merely for purposes of political propa- 
ganda, since they knew that, as a hope- 
less minority in the Reichstag, their pro- 
posals for tariff reduction would never 
prevail.” Both interpretations are incor- 
rect. If by “Manchesterism” is meant 
not just the advocacy of free trade in 
agricultural products but rather, more 
correctly, the entire ideological position 
of the men supporting the Anti-corn Law 
League, the falsity of the first argument 
becomes obvious. Although it would be 
wrong to regard socialism as opposed on 
all counts to the principles of classical 
liberalism, the differences are too well 
known to need extended comment. The 
second interpretation, which might be 
convincing if one confined his attention 
only to the Reichstag debates on matters 
of trade policy, loses much of its force 
when the party literature is examined. 
Notably in the period between 1898 and 
1904 a mass of literature on the theory of 
international trade and tariffs was pro- 
duced in socialist circles which proceeded 
on a high level of economic sophistication 
and which was qualitatively far superior 
to the bulk of economic writings emanat- 
ing at that time from the German uni- 
versities.* In this discussion, which re- 
ceived little attention outside party 
circles, the new theories of foreign trade, 
culminating in the work of Rudolf Hil- 
ferding, were developed. 

It is well known that Germany turned 


The first argument is presented by Julius 
Becker, Das deutsche Manchestertum (Karlsruhe: 
G. Braun, 1907), p. 99; the second by Franz Borke- 
nau, Socialism, National or International (London: 
G. Routledge & Sons, Ltd., 1942), p. 6. 
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to agricultural protection in 1879. At 
first the liberal parties were opposed to 
this policy, but gradually a larger and 
larger section of the center parties began 
to support it. In order to win their sup- 
port, agrarian protectionism had to be 
coupled with industrial protectionism, 
and the solidarity of the leading antiso- 
cialist groups in Germany came to be 
symbolized by the common front taken 
by the “barons of grain and iron.” Al- 
though the socialist attack was directed 
primarily against agricultural tariffs, 
which in the heat of propaganda were 
termed a “theft from the pockets of the 
poor,” the very fact that, for political 
reasons, industrial and agrarian protec- 
tion were bound up closely with each 
other forced the socialists to adopt a po- 
sition of favoring all-round free trade. 
The arguments against the protection 
of agriculture were similar to those of- 
fered by the opponents of the Corn Laws 
in Britain seventy years earlier. Ger- 
many had changed from an exporter of 
agricultural products and importer of 
machinery to a country which became 
progressively more dependent upon ex- 
ports of industrial products and which, 
therefore, competed on the world market 
with Britain, Belgium, and other indus- 
trialized countries. At the same time, 
domestic food production was insuffi- 
cient, and grain imports increased in 
scale. Competition on the world market 





23 Lack of space forbids an exhaustive analysis 
of this material. I hope, at some later date, to pre- 
sent such an analysis. I may note incidentally that 
the socialists were fully aware that their statements 
in the Reichstag were chiefly propagandistic. Thus 
we read in a report on a Reichstag debate: “It 
is possible that the liberal speeches contained more 
‘objective material’ than the Social-Democratic 
speeches. ... Yet, whoever imagines that such 4 
policy has greater practical effect must indeed 
have the illusion that the political success of a party 
depends on the strength of its rational arguments 

..” (Franz Mehring, “Die Zolltarif Debatte,” 
Die Neue Zeit, XX, Part I [1901-2], 323-34). 
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tended to exercise pressure on the prices 
of industrial products and rendered the 
struggle for wage increases and improved 
working conditions more difficult. At the 
same time, tariffs on agricultural prod- 
ucts, by increasing the cost of food, tend- 
ed to decrease real wages. Unlike Marx, 
in his Brussels speech of 1848, the Ger- 
man socialists of 1900 did not think that 
a lowering of food prices would be ac- 
companied by a proportional, or even 
more than proportional, fall in money 
wages. The operation of the “economic 
laws of capitalism” was thought to be 
thwarted in this instance by the power of 
trade-unions and the labor movement in 
general. Thus free importation of agricul- 
tural products was thought to be a means 
of increasing real wages. 

The position of the effect of industrial 
tariffs was much less unanimous. A not 
inconsiderable wing of the Socialist party 
supported them, arguing that, although 
some industries had reached a scale 
where they could dispense with protec- 
tion, other industries had not progressed 
so far. In the latter industries the work- 
ers as producers had an interest in pro- 
tection which paralleled that of entre- 
preneurs.** Moreover, if industrial pro- 
tection was coupled with a mild degree of 
agricultural protection, the internal mar- 
ket for industrial products would be sup- 
ported. Money wages are determined pri- 
marily by cyclical fluctuations and the 
number of workers competing for jobs. 
But the demand for industrial products 
is determined primarily by the domestic 
market, and the largest consumer on the 
domestic market in Germany is agricul- 
ture. Therefore, if by wise application of 
protection agriculture can be kept in a 
state where new investments are con- 

“See Max Schippel, Grundstige der Handels- 


politik (Berlin: Akademischer Verlag fiir sociale 
Wissenschaften, 1902), pp. 335 ff. 
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tinuously made, industrial real wages are 
protected also.** Despite the vagueness of 
certain concepts, this position was not in 
open contradiction to the economic theo- 
ry expounded in Capital. Marx had sup- 
ported infant-industry protection under 
certain conditions, and he had based his 
proposals with respect to trade policy on 
the long-run interests of the working 
class. Hence, if it could be shown that in- 
dustrial tariffs were in the interest of the 
proletariat and that in a given historical 
situation agrarian and industrial protec- 
tion stood and fell together, Marxists 
must support the tariff. 

The way out of this dilemma was 
found by a new application of the con- 
cepts of Marxian economic analysis to 
the theory of the tariff, which, in the 
main, was the work of Hilferding and 
Bauer.” This theory may be summarized 
as follows: In a developed capitalist econ- 
omy a protective tariff will, as a rule, re- 


duce the real national income. But, ; 


whereas in certain instances the “sum of 
value” (i.e., in Marxian terms, the aggre-| 
gate amount of socially necessary labor)| 


may remain unchanged, in other in-| 


stances it will change because of a change 
in the organic composition of capital.?’ 
The effect of a tariff is determined, there- 
fore, by the manner and direction in 


*s Arthur Schulz, “‘Freihandel in der Landwirt- 
schaft,” Sosialistische Monatshefte, XIV, Part I 
(1910), 179. 

* Rudolf Hilferding, “Der Funktionswechsel 
des Schutzzolles,” Die Neue Zeit, XXI, Part II 
(1903), 274-81, also Das Finanskapital (Vienna: 
Verlag der Wiener Volksbuchhandlung, 1910), 
PP. 375-428; and Otto Bauer, “Die Arbeiterklasse 
und die Schutzzille,” Die Neue Zeit, XXIII, Part I 
(1904-5), 532-40 and 586-92. 

27 The concept of “organic composition of capi- 
tal’’ is defined by Karl Marx, Capital, I, 671. It is the 
ratio of constant capital to variable plus constant 
capital, or, in non-Marxian terms, the ratio of the 
value of nonhuman resources to that of all resources 
(human and nonhuman) expended in a given pro- 
duction process. 
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which it affects the organic composition 
of capital. Thus four types of protective 
tariffs must be distinguished: (1) “indif- 
ferent tariffs,’’ which do not affect the or- 
ganic composition of capital; (2) “educa- 
tional tariffs of a higher order,” which ef- 
fect a transition to a higher organic com- 
position of capital; (3) “reactionary 
tariffs,” which cause a lower organic 
composition of capital; and (4) “cartel 
tariffs.” “Indifferent tariffs” leave the 
demand for labor and therefore money 
wages unchanged, but they reduce real 
wages. The best example of this class of 
tariffs is pure revenue tariffs. 

“Educational tariffs of a higher order” 
are similar to infant-industry tariffs. If 
we consider only two countries and only 
commodity trade, the money values of 
the respective exports of the two coun- 
tries will be equal if trade is in equilibri- 
um. If, however, the real values (in terms 
of labor) which are exchanged between 
the two countries are considered, we find 
that they are not equal but that the 
country with the lower organic composi- 
tion will export commodities which have 
greater value, i.e., which are produced 
with a greater quantity of labor, than the 
commodities which it will receive. For 
this reason it will be in the interest of the 
more backward country to introduce 
tariffs in order to develop its capital be- 
cause, as long as the organic composition 
in one country is lower, “the capital of 
the more highly developed country ap- 
propriates a part of the labor of the less 
developed country; the latter will be ex- 
ploited by the former.” 

The third type, “reactionary tariffs,” 
are those in the absence of which capital 
would flow from industries with lower to 

8 Bauer, op. cit., p. 537. See also Parvus, “Die 
Industriezille und der Weltmarkt,” Die Neue Zeit, 
XIX, Part I (1900-1901), 774. Needless to say, 


the validity of the propositions in the text is based on 
the Marxian labor theory of value. 
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industries with higher organic composi- 
tion, i.e., where a shift of resources to 
more productive industries would take 
place, but where this shift is prevented 
by the tariff. A typical instance of such 
tariffs are tariffs on agricultural products 
in an “old” country. The effect of such 
tariffs on real wages is indeterminate on 
purely theoretical grounds, since it de- 
pends on the demand schedules in the 
protecting country, on the one hand, and 
the distributive effects of the tariff, on 
the other. 

This classification is, in my opinion, a 
real extension of Marxian theory. Tariffs 
are classified according to their effect on 
the organic composition of capital, i.e., 
on the process of capital accumulation, 
which, according to Marx, is one of the 
basic principles of capitalist dynamics.” 
Whether a tariff is indifferent, progres- 
sive, or reactionary from a socialist point 
of view is not determined by its immedi- 
ate effect on wages but by considerations 
of its long-run effect on the general stage 
of development of a country’s economy. 

The final and most important class of 
tariffs are “cartel tariffs.”” Whereas by 
the three previous classes of tariffs indus- 
tries are protected which otherwise 
would succumb to foreign competition, 
cartel tariffs are established for indus- 
tries which can successfully compete with 
foreign competition in the domestic mar- 
ket even in the absence of tariffs. The 
purpose of these tariffs is, therefore, to 
make possible the formation of monopo- 
listic organizations, which can raise the 
domestic price above the world price and 
thereby secure a monopoly profit for the 
protected domestic industry. The higher 
the cartel tariff, the higher may domestic 
cartel prices be raised, and the higher will 
be the rate of profit of monoplies. But out 
of these domestic profits, export premi- 


#9 See Marx, Capital, I, 634 ff. 
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ums can be paid by the cartel to its mem- 
bers which help them overcome foreign 
tariff barriers. Thus protective tariffs in 
the service of cartelized industries be- 
come one of the most powerful means of 
exploitation on the part of the cartel. 
Not only is surplus value wrested from 
the workers employed in the cartelized 
industry, but the higher prices charged 
by the cartel burden all classes of con- 
sumers and, if the cartel’s product is used 
as a factor of production, they reduce the 
rate of profit in processing industries. 
The fall in the rate of profit in these in- 
dustries induces an acceleration of the 
process of concentration of capital in 
these industries, resulting there also in 
the eventual formation of trusts and 
cartels.*° 

The theory of the cartel tariff inte- 
grates foreign trade theory into the rest 
of the Marxian system. One of the chief 
propositions of Marx’s theory of capital- 
ist dynamics is the law of the falling rate 
of profit. This law, by encouraging pro- 
gressively higher organic composition of 
capital, leads to increasing concentration 
of capital, an increasing cleavage be- 
tween capitalists and workers, and the 
eventual overthrow of the capitalist sys- 
tem by the revolutionary proletariat. By 
way of the theory of cartel protection the 
relationship between the increasing or- 
ganic composition of capital and the 
tendency of the falling rate of profit be- 
comes the central factor also in the realm 
of Marxian international trade theory.** 


* Rudolf Hilferding, Das Finanskapital, esp. 
Pp 375 ff. In connection with the theory of cartel 
Protection Hilferding also develops the socialist 
theory of imperialism. 


*On the law of the falling rate of profit see 
Karl Marx, Capital, III, 247 ff. A comprehensive 
account of the Marxian theory of capitalist dynamics 
isgiven by Paul M. Sweezy, The Theory of Capitalist 
Development (New York: Oxford University Press, 
1942), Pp. 75-108 and 133 ff. 
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The formulation given by Hilferding 
to the theory of international trade be- 
tween capitalist countries is the most ma- 
ture expression of socialist thought on 
this topic. Refinements of the theory 
have been few and insignificant. But, al- 
though on the basis of Hilferding’s rea- 
soning socialists could oppose agricultur- 
al tariffs, since they belonged to the class 
labeled “reactionary,” and cartel tariffs, 
this did not settle the problem of agrari- 
an protection. 

Socialist parties in almost all countries 
of western Europe derived the bulk of 
their support from the urban workers. 
Yet they also attempted to increase their 
following in rural areas, chiefly among 
agricultural laborers and small tenant 
farmers. Hence land reform, reform of 
agricultural credit, and diverse kinds of 
subsidization of small-scale agricultural 
enterprises became planks in the plat- 
forms of almost all socialist parties. Al- 
though many of these proposals were 
designed to attract the support of the 
rural “proletariat” —among which were 
also counted peasant proprietors—prog- 
ress in winning votes was slow. Small 
farmers, just like large ones, were inter- 
ested in short-run objectives, and their 
chief concern was the price they could 
receive for their principal cash crops. 
Agricultural tariffs seemed to be the 
means which maintained domestic prices 
at a level that farmers considered satis- 
factory; and, in spite of promises to in- 
stitute land reforms and other long-run 
measures, the socialist parties fared ill 
among the rural population because of 
their opposition to agricultural tariffs.” 


32 This does not mean that there were no indi- 
vidual socialists who supported protection of agri- 
cultural products. Notable examples are the French 
Socialist Basly, who in 1891 proposed a tariff on 
bread (see Charles Augier and Angel Marvaud, 
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A way out of this dilemma was the 
proposal to establish a monopoly of for- 
eign trade in all or a selected group of 
agricultural products. Since these proj- 
ects appear to be the prototype of bulk 
exchange agreements, a brief sketch of 
their evolution may be useful. 

The establishment of a state monopoly 
in the grain trade was popularized after 
World War I. The wartime experience 
had shown the feasibility of such state 
monopolies; and the existence of state 
monoplies in such commodities as salt, 
matches, tobacco, and kerosene in sever- 
al countries of central and eastern Eu- 
rope may have been suggestive. The full- 
fledged foreign trade monopoly of the 
Soviet Union was, doubtless, also influ- 
ential in stimulating this plan. The ini- 
tial proposal to establish a state trading 
;monopoly in wheat came from Otto 
Bauer.*’ The position of Bauer as leader 
of the Austrian socialist party, his stand- 
ing in the Second International, and his 
reputation as a socialist theorist of the 
first rank gave his proposal great weight, 
even though the existence of a wheat 
monopoly in a small country like Austria 
was of little importance in itself. But, al- 
though Bauer’s proposal attracted the 
attention of socialists in all countries of 
Europe, the proposal for a state trading 
monopoly in agricultural products ap- 


La Politique douaniére de la France |Paris: Librairie 
Félix Alcan, rg1t], p. 25); and in 1927 the French 
Socialist deputy, Eduard Barthe, who represented 
a wine-growing area in southern France, was instru- 
mental in obtaining protection for wines and other 
argicultural products (see Journal officiel, Chambre 
des Députés, Débats parlementaires [1927], p. 1439). 


33 Otto Bauer, “‘Getreidezille oder Getreideein- 
fuhrmonopol?” Der Kampf (Vienna), XVII, No. 4 
(April, 1924), 121-28. In November, 1924, 
the demand for a grain import monopoly was in- 
cluded in the program of the Austrian Socialist 
party (see Max Schippel, “Agrarschutz, Preisab- 
bau und Agitationspolitik,” Sosialistische Monats- 
hefte, LXTI [1925], 740). 
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peared much earlier in socialist thought. 

Its intellectual roots seem to be three- 
fold. In the first place, the influence of 
Fichte must not be overlooked. Although 
his “Closed Mercantile State” had at- 
tracted little attention during the nine- 
teenth century, Fichte’s German patri- 
otism and the blockade of central Europe 
during and after the war were responsible 
for its being “rediscovered” and widely 
read at that time. The second source may 
be found in the agrarian program of the 
pre-war socialist parties, which was, in 
part, an answer to the Malthusian theory 
of population. With the development of 
capitalism, the proportion of population 
engaged in occupations other than food 
production increases. Hence, if the 
amount of soil is limited and the best use 
of this scarce resource is to be made, it 
has tobe worked ever more efficiently. 
But the socialists thought that condi- 
tions of land tenure prevailing in pre- 
1914 Europe, on the whole, prevented 
the most efficient operation of land. 
Large landholders preferred to maintain 
the profitability of their estates by tariffs 
rather than to undertake the risky and 
difficult task of improvements. The small 
farms were inefficient because of their 
size. Hence the nationalization of land 
was proposed as the only efficient means 
of getting rid of agricultural protection 
and accomplishing, at the same time, a 
fundamental reform, permitting the most 
economical use of land.5* This proposal 
implied, of course, a monopolization of 
all, or at least the most important, agri- 
cultural products. 

The third source for Bauer’s scheme is 
an identical proposal introduced in 1894 

34 See, e.g., Karl Kautsky, Handelspolitik und 
Sosialdemokratie (Berlin: Expedition der Buch 
handlung Vorwirts, 1901), p. 64; also August Bebel 
in a Reichstag speech, Stenographischer Bericht tier 
die Verhandlungen des Reichstags (VIII. Legislatur- 
periode, I. Sess. 1890/92), V, 3543- 
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in the French Chamber of Deputies by 
Jean Jaurés.** It is perhaps not surprising 
that the first concrete proposal for a 
wheat monopoly should come from 
France. France, of all major western 
European countries, had proportionally 
the largest farm population; French so- 
cialists had thus traditionally been more 
favorable toward protective tariffs than 
their British, German, or Italian col- 
leagues. Moreover, the struggle for the 
support of the small farmer was more 
serious in France than in any other major 
European country. Socialism, by com- 
promising its strict principles, had made 
inroads in the French countryside which 
it had missed elsewhere. A-grain import 
monopoly was definitely a compromise 
with protectionism, as is shown by the 
simple fact that it was offered as an al- 
ternative to a proposal for a protective 
tariff on wheat. But if we-consider that 
the French socialists favored low bread 
prices—on behalf of their urban support- 
ers—and, simultaneously, grain prices 
high enough to be remunerative to the 
French peasant, the wheat monopoly (by 
discriminating between the prices it paid 
to domestic and foreign suppliers) pro- 
vided an instrument by means of which 
both aims could be simultaneously 
achieved. It was offered as an alternative 
to a program of direct subsidization of 
French agriculture, which would have 
been much more difficult to administer 
and perhaps more inequitable in its in- 
cidence. 

Whereas these earlier proposals are in- 
teresting chiefly from the standpoint of 
the history of ideas, the proposals made 
after World War I had practical conse- 
quences. In many European countries 
with governments in which socialists par- 
ticipated, such monopolies were institut- 


%See Journal officiel, Chambre des Députés, 
Débats parlementaires, [1894], pp. 257 ff. 
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ed. In some cases, e.g., Norway and 
Switzerland, the grain monopolies sur- 
vived the war; in other countries, e.g., 
Sweden, regulations of the grain trade 
were established which virtually consti- 
tuted state import monopolies. The 
trend in favor of monopolization of the 
grain trade became particularly strong 
after the onset of the world crisis, when 
tariffs became largely inoperative owing 
to the rapid price decline of agricultural 
products. At least one proposal of a Eu- 
ropean grain monopoly was put forward 
in socialist circles, although it never 
went beyond the discussion stage. 

This debate on grain import monopo- 
lies had a noticeable effect on the position 
of the British Labour party. Up to 1930, 
the Labour party—chiefly under the in- 
fluence of Philip Snowden—had been op- 
posed to tariffs in general. But during the 
1920’s a left-wing group in the party pro- 
fessed tendencies, derived from the old 
guild socialism, which led essentially to 
advocacy of complete monopolization of 
foreign trade, at least in the most impor- 
tant foodstuffs and raw materials. This 
project was adopted by the Independent 
Labour party and, although strongly op- 
posed by Snowden, had numerous parti- 
sans in the ranks of the Labour party.*’ 
The party conference in October, 1931, 
passed a resolution indorsing the estab- 
lishment of “import boards” for food- 
stuffs, raw materials, and certain manu- 
factured goods. This policy, especially 
with reference to grains, has been sup- 
ported by the Labour party ever since 
that time. It is the source from which the 


3%*See Fritz Baade, “Europiiisches Getreide- 
monopol,” Die Gesellschaft, 1930, Part II (Septem- 
ber, 1930), pp. 336-51. 


37See H. N. Brailsford, “Free Trade Ebbs in 
England,” New Republic, LXTI, No. 819 (August 13, 
1930), 359-61; and F. E. Lawley, The Growth of 
Collective Economy (London, 1938), I, 419. 
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present trade policy of the British gov- 
ernment is derived.** 


V 


Moderate socialism in its economic as- 
pects may be distinguished from radical 
socialism in that the former embraces a 
system of partial planning, whereas the 
latter is based on total planning. Corre- 
spondingly, under moderate socialism 
only key industries are nationalized; and 
import monopolies are set up only for 
commodities of major importance. Com- 
munism—at least as practiced in the 
U.S.S.R.—couples total planning of the 
domestic economy with an all-embracing 
monopoly of foreign trade. 

By a decree of April 22, 1918, all inter- 
national commercial transactions of Rus- 
sia were placed under the authority of a 
state trading monopoly. The reasons for 
the establishment of the monopoly were 
chiefly political; only to a small degree 
| was the monopoly based on economic 
considerations. The U.S.S.R. was in the 
throes of a civil war; it had lost a large 
part of its territory in the Treaty of 
Brest-Litovsk; and its internal trade was 
completely disrupted. As a measure of 
quasi-wartime economy, under the cha- 
otic conditions of Soviet industry and 
agriculture, the establishment of the 
monopoly is understandable. Moreover, 
there was fear that Germany would press 
for a renewal of the pre-war trade treaty 
which contained a most-favored-nation 
clause and which was considered disas- 
trous by the Soviet government; for this 
would have opened the country to cheap 
foreign consumers’ goods. This the mo- 
nopoly was designed to prevent. But the 
actual form under which international 
trade was carried on during the whole pe- 

3§See Labour Party, Report of the 31st Annual 
Conference (London: Transport House, 1931), 
p. 195; also Report of the 32nd Annual Conference 
(London: Transport House, 1932), p. 90, on the pro- 


posal of an “Import Board” and a “‘National Mar- 
keting Board”’ (i.e., a state monopoly) in wheat. 
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riod of “war communism” was of little 

| importance, since it had fallen to insig- 
nificant proportions. Hence the monopo- 
ly was not justified by its authors on eco- 
nomic, or even ideological, grounds but 

| purely on the basis of expediency.*° 

| With the introduction of the New 
Economic Policy in 1921, the Soviet re- 
gime had achieved a fair degree of politi- 
cal stability. It encouraged private initi- 
ative in small-scale manufacturing, agri- 
culture, and internal trade; and the wis- 
dom of an all-embracing foreign trade 
monopoly was questioned. The charges 
levied publicly against the monopoly 
were chiefly of two kinds: The adminis- 
tration was clumsy and inefficient and— 
as a partial consequence of this—the 
total amount of international trade was 
considerably less than corresponded to 
the needs of the Soviet economy. It was 
suggested, therefore, that the monopoly 
be replaced by a system of private trade 
and that the state exercise only normal 
protectionist and regulatory functions. 
The advocates of this policy were chiefly 
academic economists, among them Kon- 
dratieff, Sukhanov, and Haensel; but 
some party leaders, notably Bukharin, 
also adopted this position.*® This group 
claimed that such a change would bring 
into circulation a larger amount of 
hoarded commodities—chiefly jewelry 
and other valuables—for which machin- 
ery and other implements could be im- 
ported. Moreover, it was claimed that 


39 See E. B. Stein, Trade Policy and Trade A gree- 
ments of Soviet Russia, 1917-1922 (in Russian) 
(Moscow: Gosudarstvennoe Isdatel’stvo, 1923), 
PP. 33-35 and 57-60. 


4 See S. Vanvas, “The Struggle of Two Systems 
on the International Trade Front,” Fifteen Years 
of Struggle for the Foreign Trade Monopoly of the 
USSR (in Russian) (Moscow : Partiinoe Isdatel’stvo, 
1932), pp. 22-23; Paul Haensel, The Econom 
Policy of Soviet Russia (London: P. S. King & Son, 
Ltd., 1930), p. 147; and Simon Zagorsky, La Renass- 
sance du capitalisme dans la Russie des Soviets (Pans: 
Marcel Giard, 1924), pp. 315 ff. 
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private international trade would ease 
the major existing bottleneck of the 
Russian economy: deliveries of agricul- 
tural products. The peasants, it was 
said, held back their grain because they 
could obtain nothing useful for it. This 
group thus envisaged a partial re-estab- 
lishment of the trade pattern in existence 
before World War I. 

The counterargument in favor of the 
monopoly was simple. The Peoples Com- 
missar for Foreign Trade, Leonid Kras- 
sin, said that the suppression of the mo- 
inopoly would “be equivalent to a defeat 
lof the Soviet advance, and would even 
‘constitute a menace to the dictatorship 
of the proletariat . . . as is proven by the 
struggle of foreign financial, commercial, 
and industrial capitalists, as well as by 
foreign governments and their represen- 

atives against the monopoly of foreign 
rate ...’* This argument was de- 
‘signed primarily for purposes of propa- 
ganda. The major real reason for the 
maintenance of the monopoly appeared 
to be the preservation of political control 
of the peasantry. The Communist party 
feared that by opening up private foreign 
trade channels the peasantry would ac- 
quire consumption patterns which it 
| would be difficult to break if a greater 
degree of autarchy should be desired or 
made necessary by political develop- 
| ments. Moreover, it was feared that the 
, “kulak” elements among the peasants 
| would be encouraged and that this politi- 
| cally most unreliable and vacillating 
class would develop an allegiance to in- 
ternational commercial, and perhaps also 
intellectual, intercourse. The monopoly 
thus served chiefly a political, rather 
than an economic, function.# 
Once full-scale economic planning was 


* Quoted by Zagorsky, op. cit., p. 326. On Kras- 
sin’s general role in the establishment and develop- 
ment of the foreign trade monopoly, see Hoselitz, 
ne cit. »P. 849. 
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adopted in the U.S.S.R. in 1928, the par- 
ticular form under which international 
trade was carried on was a matter of 
relative indifference. The Soviet govern- 
ment continued to maintain the bogey of 
imperialist penetration of the Soviet 
economy in case the monopoly should be 
abolished. Yet, I am not aware that 
even then the maintenance of the monop- 
oly was justified on other than political 
grounds. The role played by the monopo- 
ly in the period since the first five-year 
plan was similar to that assigned to the 
state trading monopoly by Fichte. It 
tended to contribute to eventual Soviet 
self-sufficiency. That the U.S.S.R. would 
have been capable of absorbing much 
larger imports than it actually received is 
demonstrated by the experience under 
Lend-Lease during the war. The limita- 
tion of imports before 1941 was thus 
again primarily the result of a political 
decision : the building of “socialism in one 
country.” This manifested itself in the 
demand for utmost self-sufficiency in the 
event of war and the financing of a large- 
scale investment program primarily out 
of the politically forced savings of the 
Russian people. 

Thus it may be said that the develop- 
ment of a socialist theory of internation- 
al trade stopped with the theory of cartel 
tariffs, developed before the first World 
War. Later developments of partial and 
full monopolies of foreign trade as ap- 
pendages of planned economies with 
varying degrees of comprehensiveness 
have hardly any economic rationale. 
They are almost entirely the products of 
political considerations. 

UNIVERSITY OF CHICAGO 

“Paul Scheffer, Sieben Jahre Soviet Union 
(Leipzig: Bibliographisches Institut, A.G., 1930), 
pp. 213-41; also Haensel, op. cit., p. 146, where this 
interpretation is suggested. Some evidence can 
also be gained from a perusal of the literature in 


connection with the struggle against Leon Trotzky 
and his followers from 1923 to 1928. 
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ARXISM is the accepted theoretical 
foundation of a large part of the pres- 
ent-day world socialist movement, a part 
which includes not only Communists and 
the recently unified working-class parties in 
eastern Europe but also left-wing socialist 
groups and parties of varying size and im- 
portance in many other countries (e.g., the 
Nenni Socialists in Italy and the newly 
formed Parti socialiste unitaire in France). 
But what, it may be asked, is the theoretical 
foundation of the rest of the world socialist 
movement, including the labor parties of 
Great Britain and several of the Domin- 
ions, the socialist parties of western Europe, 
and a variety of smaller parties elsewhere 
which display a spiritual kinship to British 
and western European social democracy? 
There are probably many who would 
maintain that this second branch of the 
world socialist movement has no systematic 
theory in the sense that Marxism is a sys- 
tematic theory. Strictly speaking, this con- 
tention is no doubt justified. There are still 
some Social Democrats who pay lip service 
to Marxism; but even this is becoming an in- 
creasingly rare phenomenon, and it is clear 
that none of the social democratic parties 
can properly be regarded as Marxist. Fur- 
thermore, no generally accepted body of 
doctrine plays the same role in social de- 
mocracy that Marxism does in the Com- 
munist and left-wing socialist movements. 
But it would be a mistake, I think, to con- 
clude from these undoubted facts that social 
democracy has no coherent theoretical foun- 
dation whatever. Its world view, its methods 
of economic and political analysis, its con- 
ceptions of strategy and tactics, are all far 
too uniform and persistent to permit such 
an interpretation. A theoretical founda- 
tion—what is usually called an “ideology” 
nowadays—can exist without ever having 


been formulated as such. A situation of this 
kind is an obvious challenge to the social 
scientist. To make explicit what has hither- 
to been implicit is always an important step 
on the road to comprehension and evalua- 
tion. 

If anyone should decide to accept this 
challenge, he would certainly be obliged to 
examine materials from a wide variety of 
sources going back more than a hundred 
years in time and covering at least the major 
western European countries. But I think he 
would almost inevitably start with Britain, 
the home of, by all odds, the largest and most 
important social democratic party. Having 
selected Britain, he would soon be led to the 
Fabian Society; and, having once taken up 
the Fabian Society, he would find himself 
committed to an exhaustive study of its 
most famous publication—Fabian Essays in 
Socialism, first published in 1889 under the 
editorship of George Bernard Shaw and now 
reissued (for the fifth time) in a Jubilee edi- 
tion with a 25-page Postscript by the orig- 
inal editor himself.. The Fabian Essays, I 
venture to assert, constitute the most impor- 
tant single source for understanding the 
theoretical foundations of the present-day 
British socialist movement. The following 
notes are intended to help our hypothetical 
investigator (who, I hope, will not remain 
forever hypothetical) to a proper apprecia- 
tion of the meaning and significance of these 
Essays. Since, however, the space at my dis- 
posal is strictly limited, I shall not attempt 
to cover all aspects of the Essays but rather 


* Fabian Essays, by Bernard Shaw, the Right 
Honorable Lord Passfield (Sidney Webb), Graham 
Wallas, Lord Olivier, William Clarke, Annie Besant, 
Hubert Bland. With a Postscript by the original 
editor, Bernard Shaw, entitled “Sixty Years of 
Fabianism” (Jubilee ed.; London: George Allen & 
Unwin, Ltd., 1948). 
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shall confine my remarks to the political 
economy of the Fabians. 

But, before proceeding to an analysis of 
Fabian political economy, I should like to 
point out what is, I think, inadequately un- 
derstood, that Fabianism is by no means a 
peculiarly British phenomenon. On the con- 
trary, it appeared slightly later on the Con- 
tinent of Europe; but there it wore a some- 
what different guise. To explain this differ- 
ence we must recall that, when the Fabian 
Society was formed (1883), organized social- 
ism was much stronger on the Continent 
than in Britain and, moreover, that the 
Continental movement had, for the most 
part, officially embraced Marxism. The Fa- 
bians had a relatively clear road, while their 
opposite numbers on the Continent had to 
make their way in the face of a firmly in- 
trenched socialist ideology. Hence when 
Fabianism appeared on the Continent, it 
called itself “revisionism,” i.e., a movement 
based on an alleged “revision” of Marxism. 
But as regards content, Fabianism and re- 
visionism are blood brothers—or perhaps I 
should say “father and son,” because both 
the priority of Fabianism and the direct re- 
lation between Fabianism and revisionism 
are demonstrable facts. Pease, the historian 
of the Fabian Society, boasts, with reason, 
that the Fabians led an international revolt 
against Marxism. So far as the Continent 
was concerned, Pease tells us, 


the revolt came from England in the person of 
Edward Bernstein, who, exiled by Bismarck, 
took refuge in London, and was for years in- 
timately acquainted with the Fabian Society 
and its leaders. Soon after his return to Ger- 
many he published in 1899 a volume criticizing 
Marxism and thence grew up the Revisionist 
movement for free thought in Socialism which 
has attracted all the younger men, and before 
the war (World War I] had virtually, if not 
actually, obtained control over the Social 
Democratic Party. In England, and in Ger- 
many through Bernstein, I think the Fabian 
Society may claim to have led the revolt. 


Here Bernstein’s work is correctly character- 


*E. R. Pease, The History of the Fabian Society 
(1916), p. 239. 
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ized as being an attack on, rather than a re- 
vision of, Marxism; and the priority of the 
Fabians is given its due recognition. 

Let us now turn to the Essays. There are 
eight in all (two by Shaw and one each by 
the other six), divided into three groups. 
The first group is headed “The Basis of So- 
cialism” and contains an “Economic” essay 
by Shaw, a “Historic” essay by Sidney 
Webb, an “Industrial” essay by William 
Clarke, and a “Moral” essay by Sydney 
Olivier. The second group, entitled “The 
Organization of Society,” contains “Prop- 
erty under Socialism” by Graham Wallas 
and “Industry under Socialism” by Annie 
Besant. The third and last group, entitled 
“The Transition to Social Democracy,” con- 
sists of “Transition” by Shaw and “The 
Outlook” by Hubert Bland. The most im- 
portant essays, of course, are by Shaw and 
Webb, who had already achieved intellec- 
tual leadership in the Fabian Society and, 
together with Beatrice Webb, who joined 
two years later, were to dominate its de- 
velopment for many years to come. If I had 
to rank the others in descending order of im- 
portance, I think I should put Clarke at the 
top of the list, followed by Wallas, Bland, 
Olivier, and Besant. The Besant essay is by 
far the weakest, representing a lapse into a 
kind of insipid utopianism which is not gen- 
erally characteristic of the Fabians. 

In his valuable Introduction to the 1920 
reprint of Fabian Essays, Sidney Webb ex- 
pressed the opinion that the part of the book 
which had stood up best was the economic 
analysis: 

I think it is not merely the partiality of 
friendship that finds in the first essay [by 
Shaw] a survey of the economic evolution of 
society which, for terse comprehensiveness and 
brilliant generalisation, has not since been 
excelled in any language. But throughout the 
whole book what is distinctively economic is, 
in my judgment, as incisive and accurate to- 
day as it was when it was written. Tested by 
a whole generation of further experience and 
criticism, I conclude that, in 1889, we knew our 
Political Economy, and that our Political 
Economy was sound [p. xviii]. 
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What, then, was the political economy of 
the Fabians in 1889 and apparently for at 
least the next three decades? 

The various influences which went into 
the Fabian synthesis are clearly recognizable 
in Shaw’s essay. In the background and 
dominating the whole is Ricardo—not, how- 
ever, the real historical Ricardo but a thor- 
oughly “Henry-Georgeified” Ricardo. The 
labor theory of value, with its correlative 
theory of profit, is missing, while the classi- 
cal theories of rent and population stand out 
all the more boldly for having been lifted 
out of their total context. In place of the 
Ricardian theory of value, Shaw substitutes 
the Jevonian theory, complete with all the 
characteristic Jevonian terminology.* In 
place of the Ricardian theory of profit, Shaw 
substitutes—what? I find it quite impossible 
to give a clear-cut answer to this question. 
A “rent of ability” theory is occasionally in 
evidence (e.g., on p. 9), though how much 
importance Shaw attaches to it is not clear. 
Sometimes profit appears to be a sort of 
super-rent, “a payment for the privilege of 
using land at all—for access to that which is 
now a close monopoly” (p. 10). Sometimes, 
incongruously, profit is represented as aris- 
ing, in the manner of the Marxian theory, 
from the capacity of the proletarian to pro- 
duce a surplus over and above his subsist- 
ence (p. 11). Sometimes profit seems to dis- 
appear altogether, as in the statement that 
“all men will cease producing when the value 
of their product falls below its cost of pro- 
duction, whether in labor or in labor plus 
rent” (p. 17). And sometimes profit (or at 
least interest) seems to be merely rent under 
another name, as when it is asserted that 
“colloquially, one property with a farm on it 
is said to be land yielding rent; whilst an- 


3 Shaw had originally adhered to the Marxian 
theory of value but was converted to the utility 
school as a result of a debate with Wicksteed in 
1884 in the pages of the socialist magazine, Today. 
Wicksteed’s critique of the Marxian theory is one 
of the earliest and also one of the best from the 
point of view of the subjective-value theory. It is 
reproduced, along with Shaw’s reply, in the 1933 
edition of The Commonsense of Political Economy, 
II, 705 ff. 


SWEEZY 


other, with a railway on it, is called capital 
yielding interest” (p. 19). 

One might suppose that this confusion 
about the theory of profit would prove fatal 
to a specifically socialist political economy. 
But Shaw, I imagine, would have brushed 
the criticism aside even if he could have 
been persuaded of its correctness. For him, 
rent was overwhelmingly the dominant form 
of unearned income, profit a phenomenon of 
secondary importance. “The socialization of 
rent,”’ he tells us, “would mean the socializa- 
tion of the sources of production by the ex- 
propriation of the present private proprie- 
tors, and the transfer of their property to 
the entire nation. This transfer, then, is the 
subject matter of the transition to Social- 
ism” (p. 167). And the same idea recurs 
again and again in the arguments of all the 
essayists. If this were the case, it would fol- 
low, of course, that no amount of confusion 
regarding profit could affect the essential 
soundness of the Fabian scheme of political 
economy. 

Needless to say, Shaw’s theory of eco- 
nomic development is constructed in such a 
way as to place landed property and rent in 
the center of the picture. The dynamic fac- 
tor is population growth, which drives the 
margin of cultivation further and further 
down, forcing the unfortunate proletarians 
to accept an ever lower standard of living 
and pouring a constantly growing stream of 
wealth into the pockets of the idle landlord 
class. There is no mention of the problem of 
capital accumulation. 

The Jevonian theory of value is not an 
integral part of this scheme. Even without 
it, the structure would remain standing, just 
as a column will continue to do its work 
without the volutes which decorate the cap- 
ital. The only positive conclusion which 
rests on the Jevonian theory is the ingenious 
but unconvincing one that the existence of 
unemployed workers proves that labor is 
really valueless, since “by the law of indif- 
ference, nobody will buy men at a price 
when he can obtain equally serviceable men 
for nothing” (p. 18). Of course, the unem- 
ployed will not work for nothing, and neither 
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will the employed workers whom they might 
replace. But this does not prove that the 
workers have a value: “Their wage is not 
the price of themselves: for they are worth 
nothing: it is only their keep” (p. 18). It 
seems that Shaw would have done better to 
stick to the less paradoxical but more logical 
classical theory according to which their 
keep is their value.‘ 

It is possible to find numerous passages in 
the volume as a whole that are hardly con- 
sistent with the abstract theory of political 
economy set forth in the opening essay. Par- 
ticularly in discussing the history of nine- 
teenth-century Britain, the Fabians showed 
themselves to be fully aware that the vic- 
tory of free trade was merely the reflection 
in the political sphere of the economic tri- 
umph of the mill-owning capitalists over the 
landowning aristocracy.’ But they never fol- 
lowed up the theoretical implications of this 
awareness. If they had, they would have 
been forced to concern themselves with the 
problems of capital accumulation, and they 
would perhaps have come to a recognition of 
the fact that the development of capitalism 
can lead, via technological advance and the 
opening of the world market, to a rise in- 
stead of a fall in the margin of cultivation. 
With this recognition there would surely have 
come another, that the whole Shavian struc- 
ture of political economy was a house built 
on sand. And then? Is it too much to suppose 


‘Nevertheless, it must not be overlooked that 
Shaw was here grappling with a very real problem 
toward the solution of which neither the classical 
nor the marginal-utility economists had the slightest 
contribution to make. That problem is simply this: 
how to account for the persistence of unemploy- 
ment. Shaw’s attempt to solve the problem in terms 
of the marginal-utility theory leads to a flat contra- 
diction; but this is hardly a sign of inferiority to 
economists who never even recognized the existence 
of the problem. He could have found a way out by 
returning to Marx. His latter-day successors in the 
British labor movement have been saved this painful 
alternative by the providential (from their point 
of view) intervention of Mr. Keynes. 


‘Cf.,e.g., the statement of Clarke:“The triumph 
of Free Trade therefore signifies economically the 
decay of the old landlord class pure and simple, and 
the victory of capitalism” (p. 75). 


that Marx might at least have been given a 
more respectful hearing? 

But this is to indulge in unfruitful specu- 
lation. As a matter of fact, the ideas of the 
Fabians remained under the domination of 
a Shavianized Henry-Georgian version of 
the classical theories of rent and population; 
and this fact can, I believe, be directly re- 
lated to another aspect of Fabian doctrine 
which has had a much more lasting and fate- 
ful influence on British socialism than has 
Fabian political economy itself. I refer to 
the famous theory of “gradualism,” which 
is often—and not without reason—consid- 
ered to be the very essence of Fabianism. 

One can find in the Essays support for 
two different versions of the theory of grad- 
ualism. On the one hand, there is the idea, 
expressed in numerous passages, that soci- 
ety is automatically socializing itself, that 
“the economic history of the [nineteenth] 
century is an almost continuous record of 
the progress of Socialism” (Webb, p. 29) and 
that “there will never be a point at which a 
society crosses from Individualism to Social- 
ism. The change is ever going forward; and 
our society is well on the way to Socialism” 
(Besant, p. 141). According to this theory, 
socialism irresistibly permeates all classes 
and parties (“we are all socialists now,” in 
the famous words of the Liberal politician, 
Sir William Harcourt), and the only func- 
tion of the conscious socialist is to help the 
process along; there is no need for a separate 
socialist political party with a program and 
strategy of its own. The second conception 
of gradualism holds that the underlying eco- 
nomic development of society favors the 
growth of socialism but that the actual in- 
troduction of socialism can come about only 
as a result of the conscious actions of a sepa- 
rately organized party which carries on a 
continuous political struggle against all 
bourgeois parties. The strategy of this social- 
ist party must or ought to be (both views 
can be found in the Essays) one of piecemeal 
reform which will yield full-fledged social- 
ism only as the outcome of a protracted 
process. This conception of gradualism finds 
its clearést expression in the concluding es- 











say of Hubert Bland, who gives short shrift 
to the permeationist school of thought. 

Despite the coexistence in the Essays of 
these two ideas of gradualism, I think there 
can be no doubt that in practice Fabianism 
promoted the independent political-action 
type. Sidney Webb, in his 1920 Introduc- 
tion, is emphatic on this point; and, though 
it seems to me that he underestimates the 
strength of permeationism in the Essays 
themselves, I see no reason not to accept his 
judgment. It is clearly this conception of 
gradualism which was embraced by the La- 
bour party in 1919 (when a definitely social- 
ist constitution was for the first time adopt- 
ed) and which has been the party’s leading 
political tenet ever since. How is gradualism 
in this sense related to the Fabian theory of 
political economy, which we have already 
examined? 

To answer this question, we must keep in 
mind that the gradualist strategy implies 
not only an assumption about what is de- 
sirable but also an assumption about what is 
possible. It obviously presupposes that the 
property-owning classes will confine their 
opposition to socialism to the arena of con- 
stitutional politics and will accept defeat 
with a good grace. If this assumption is not 
made—if it is assumed, instead, that at 
some stage the property-owning classes will 
not hesitate to throw over the constitution 
and use violence in defense of their privileges 
—then to preach unconditional gradualism 
is simply to disarm the socialist movement 
in advance and to invite ultimate disaster. 
What, then, was the basis of the Fabians’ 
estimate of the probable behavior of the 
British ruling class? No small part of the 
answer, I think, lies in their obsessive con- 
cern over rent and the land question. The 
landed aristocracy had submitted to defeat 
in 1832 without raising the standard of re- 
volt; it was manifestly parasitic and lacking 
in vigor. If the achievement of socialism was 
essentially a matter of nationalizing the 
land, as the essayists repeatedly assert, 
then indeed it was reasonable to assume that 
“moral force” (to use the expression which 
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had been popularized a half-century earlier 
by the peaceful wing of the Chartist move- 
ment) would suffice to carry the day. 

That this was, in fact, the perspective of 
the Fabians could be demonstrated by nu- 
merous quotations, but two or three from 
scattered parts of the Essays will illustrate 
the point. Clarke speaks of taking up “the 
threads when they fall from the weak hands 
of a useless possessing class” (p. 95). Besant 
emphasizes “the success of capitalism bring- 
ing about a position which is at once intoler- 
able to the majority, and easy to capture by 
them” (p. 141). Shaw explicitly states that 
“we need not seriously anticipate that the 
landlords will actually fight” (p. 179) and 
holds out the hope that “much of that proc- 
ess [of transition] as sketched here may be 
anticipated by sections of the proprietary 
class successively capitulating, as the net 
closes about their special interests, on such 
terms as they may be able to stand out for 
before their power is entirely broken” (p. 
185). 

All this makes good sense if we think in 
terms of a class of idle rentiers; but how 
relevant is it when applied to the capitalist 
class which made Britain into the “work- 
shop of the world” and built up the largest 
empire known to history without scrupling 
to use force whenever it served its purpose 
to do so? Are we not entitled to assume that 
the political vision of the Fabians was seri- 
ously distorted by a peculiarly rigid and un- 
realistic theory of political economy? 

One further aspect of Fabian political 
economy seems to me to call for particular 
notice. As is well known, Marxian theory di- 
vides the history (past, present, and future) 
of Europe since the fall of the Roman En- 
pire into three stages, each designated by 
the name of a dominant social system: feu- 
dalism, capitalism, and socialism. In Sidney 
Webb’s “Historic” essay, three analogous 
stages appear, but with different names: the 
Old Synthesis, the Period of Anarchy, and 
the New Synthesis.’ It is not stretching 4 
point unduly to equate the Old Synthesis 

6 See the Table of Contents, p. xi. 
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with feudalism and the New Synthesis with 
socialism, but a Marxist would never agree 
that capitalism is appropriately character- 
ized as the Period of Anarchy. The contrast 
in names here indicates a profound differ- 
ence in viewpoint. 

In the Marxian view, capitalism is a so- 
cial order which can be understood only in 
terms of its internal laws of cohesion and its 
over-all laws of development. The key to 
the internal laws is what Marx called the 
“Law of Value,” which I have elsewhere 
characterized as “a theory of general equi- 
librium developed in the first instance with 
reference to simple commodity production 
and later on adapted to capitalism”;’ the 
laws of development derive from the phe- 
nomena of capital accumulation. These ideas 
have no counterpart in the Fabian system. 
As we have already seen, the Jevonian the- 
ory of value does not play an essential role 
in Fabian political economy;* and the mo- 
tive force of capitalist development—popu- 
lation growth—seems in the Fabian view to 
be naturally rather than socially condi- 
tioned. Since there is no conscious, purpos- 
ive direction of society under capitalism, it 
appears to be not a social order at all but 
mere disorder—lawless, chaotic, and inher- 
ently unsusceptible to rational analysis. 
This view is succinctly expressed by Hubert 
Bland in his admiring appraisal of Sidney 
Webb’s contribution to the Essays: “His 
paper was an inductive demonstration of 
the failure of anarchy to meet the needs of 
real concrete men and women-——a proof from 
history that the world moves from system, 
through disorder, back again to system” (p. 
188). There is no indication in the whole 
volume that the Fabians had ever given 


The Theory of Capitalist Development, p. 53. 


* This may be partly due to the fact that Jevons, 
unlike his contemporaries in the Lausanne school, 
conspicuously failed to develop a theory of general 
equilibrium. Subjective value theory as such throws 
no light whatever on the nature of capitalism as a 
system of society, and it is only by means of a general 
equilibrium theory that the co-ordinating role of 
prices and markets is brought into sharp focus. 


thought to the problem of how productive 
resources get distributed among various in- 
dustries under capitalism or how it happens 
that, without any central direction, a steady 
flow of materials through the productive 
process is kept up and consumers’ goods 
emerge in quantities sufficient to maintain 
the life-processes of society. 

This gap in Fabian theory had a peculiar 
corollary which I think is still making itself 
felt in the British socialist movement. Never 
having pondered the problem of allocation 
of resources under capitalism, the Fabians 
failed to recognize the existence of the prob- 
lem at all. As a consequence, they had noth- 
ing to say about its solution under socialism. 
I should emphasize that I am not referring 
here to the abstract and largely unreal de- 
bate which arose after World War I about 
whether it would be theoretically possible for 
socialism to solve this problem. I am talking 
rather about the implications of the problem 
and the method of solving it for the form and 
structure of socialist society. The most strik- 
ing evidence in this connection is that, so 
far as I can recall, the word “planning” does 
not once occur in the whole volume; nor is 
there any discussion of the role of the cen- 
tral government under socialism beyond 
such general assertions as that it will run 
large-scale industries of national impor- 
tance. The essays which deal with the or- 
ganization of socialist society (Wallas’, Bes- 
ant’s, and Shaw’s second) put the main em- 
phasis on the municipalization of the means 
of production and never even hint that the 
activities of the various municipalities would 
in some way or other have to be co-ordinat- 
ed with one another. 

Thus, while Marxists have always been 
fully aware that socialism must be a cen- 
trally planned society, British socialist 
thought, following in the footsteps of the 
Fabians (and somewhat later of the Guild 
Socialists, who in this respect showed a 
close affinity to the Fabians) has always 
been vague and obscure on this crucially im- 
portant question. I think that anyone who 
sets out to discover what the present Labour 
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government in Britain means by “planning” 
will soon become painfully conscious of this 
long-standing weakness in British socialist 
thought.’ 

I conclude that Fabian political economy, 


9 See, e.g., the “White Paper” entitled Economic 
Survey for 1947 (reprinted in the Federal Reserve 
Bulletin, April, 1947) which devotes more than a 
quarter of its length to a section headed “Eco- 
nomic Planning.” 
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as expounded in the Essays, was far from be- 
ing the “incisive and accurate” weapon of 
analysis which Sidney Webb’s confident 
statement of 1920 asserted it to be. Perhaps 
the Fabians could, after all, have learned 
something from the “old-fashioned” Marx- 
ian theory. And it is just possible that there 
is a lesson in this even for the British social- 
ist movement of today. 

Witton, NEw HAMPSHIRE 
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SOVIET PRODUCTION ESTIMATES 


RUSSELL T. NICHOLS 


CONOMISTS and statisticians who esti- 
mate Soviet indexes of industrial pro- 
duction, given the percentage changes and 
other odds and ends of data which appear 
from time to time in Soviet publications, 
may mislead themselves and others if they 
fail to take into account the effect of very 
small variations in the percentage changes. 
For example, if a published percentage in- 
crease of 18 (known from the context to be 
correct to two significant figures) is inter- 
preted as an increase of 17.5 per cent, rather 
than as an increase of 18.0 per cent, conclu- 
sions based on the one interpretation may 
differ significantly from those based on the 
other. 
In his note on “Soviet Postwar Industrial 
Production,”* Schwartz uses percentage 
changes to estimate Soviet industrial pro- 


duction by quarters from the first quarter of 
1946 to the second quarter of 1948, inclu- 
sive. He defines a, 5, c, d, as the value of 
Soviet gross industrial production in the 
first, second, third, and fourth quarters of 
1946, respectively, and finds the following 
relations: 


1.12¢ + 1.18) + 1.25¢ 
=118(a+6+0c), (1) 
1.12a + 1.18) + 1.26¢ + 1.304 
= 1.22(@+b+c+d), (2) 
1.30d = 34.625, (3) 
— __ 34.625 
(1.32)(1.12) 


These equations were culled from the Soviet 
press. The first is based on an extract from 
Pravda, October 15, 1947: “ ‘On the whole 
during nine months of 1947, gross produc- 
tion of all industry grew by 18 per cent in 


‘Journal of Political Economy, LVI (1948), 
438-41. 


+x (>0). (4) 


comparison with the corresponding period 
of last year, with industrial production in- 
creasing in comparison with the correspond- 
ing quarter of last year by 12 per cent in the 
first quarter, r8 per cent in the second quar- 
ter, 25 per cent in the third quarter.’ ’* The 
second is based on a comparison of 1947 out- 
put with 1946 output, for the entire year and 
for each quarter of the year, which quoted 
quarterly increases of 12, 18, 26, and 30 per 
cent anda rise of 22 percent for the year. The 
third equation is based on a statement from 
which it was inferred that 1947 fourth- 
quarter output was 34.625 (billion rubles). 
The fourth is based on statements that 1948 
first-quarter output was (a) 32 per cent 
greater than 1947 first-quarter output and 
(6) greater than 1947 fourth-quarter output. 
(We are also told that 1948 second-quarter 
output was 24 per cent greater than that 
in the corresponding quarter of 1947.) 

Schwartz solves these simultaneous equa- 
tions and concludes, for example, that “in 
each year—1946, 1947, and 1948—output 
in the second quarter dropped very sharply 
below that of the first quarter.” It is true 
that the data are not inconsistent with the 
hypothesis that second-quarter output was 
less than that of the first quarter. However, 
it will be shown that the data are also not 
inconsistent with the hypothesis that sec- 
ond-quarter output was greater than that of 
the first quarter in each of the three years, 
1946 through 1948. 

In place of the rounded coefficients which 
Schwartz uses as such, substitute coefficients 
selected arbitrarily except that the new set 
of coefficients rounds to the old set: 


1.125¢ + 1.1855 + 1.245¢ 
= 1.185(a+56+c), (5) 


? Ibid., p. 438. 
3 Ibid., p. 439. 
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1.125a + 1.185) + 1.265¢ + 1.305d 
= 1215(@+b6+c¢+d), (6) 
1.305d = 34.625 , (7) 


34.625 +s 


® = (7.325) (1.125) (x >0). (8) 


The industrial production estimates ob- 
tained by solving these equations are as 
shown in Table 1. 


TABLE 1 





Quarter 1946 1947 


ES 

48.62—-1.33 2) 57.61—-1.582 
Third.......| 23.23+z 29.30+1.272 
Fourth......| 26.53 34.03 





23.23+2 26.134+1.122| 34.63+1.492 





Total.....|121.61-+ .672\|147.76+ .812 











It will be observed that the relationship 
between first- and second-quarter output de- 
pends on the value of x. All that is known 
about x is that its value is somewhere be- 
tween o and 36.5 (an upper limit may be as- 


signed to x on the ground that second-quar- 
ter output is not less than zero). It is evident 
that for a sufficiently small x second-quarter 
output is not only greater than that of the 
first quarter but also greater than that of 
any other quarter in the year. It may be 
noted that, whatever the value of x, the 
estimate of 1946 industrial production, 
121.61 + .67 x, greatly exceeds the estimate 
of 84.92 + .21 x derived from the rounded 
coefficients.‘ 

I have been concerned solely with the 
difficulty of estimating the official Soviet 
indexes. It is important to avoid methods of 
analysis which are sensitive to small changes 
in the coefficients. The validity of this belief 
is reinforced if our problem is that of at- 
tempting to assess the actual course of 
events, because the indexes may be un- 
representative for a number of reasons. 
Therefore, published percentage changes 
may be quite wide of the mark. 

Santa Monica, CALIFORNIA 


4 Ibid. 


COMMENTS 


HARRY SCHWARTZ 


ICHOLS has clearly demonstrated that 
N no confidence’ can be placed in the 
numerical results obtained in this writer’s 
original note. There is a slight possibility 
that those results may be correct, but the 
overwhelming probability is that they are 
not. 

While Nichols’ demonstration shows the 
decisive defect of the mathematical method 
that I employed, it seems important to 
point out that in the exposition of that 
method I gave warning that it might lead 
to fallacious results if Soviet authorities— 
without previous public notice—changed 
the basis of their computations of gross in- 
dustrial production in 1926-27 prices to 
some other set. 

Since then, the following has been pub- 
lished in a Soviet journal: 

*The reason for this lack of confidence was 


pointed out to me by Dr. Naum Jasny in a personal 
letter last November. 


In connection with the tasks of strengthen- 

ing economic incentives and fortifying economic 
calculation in postwar conditions, the greatest 
significance must be attached to the changes 
realized in the fields of planning and account- 
ing, in particular to the shift from planning 
gross production and labor productivity in 
1926/27 prices to planning in terms of existing 
wholesale prices.? 
If this shift has been made also in the series 
used to compute published percentages 
regarding gross industrial production, the 
basic assumption of unchanged use of 
1926-27 prices on which previous analyses 
have rested is false; and further analysis of 
these percentages must await publication 
of additional information which will clarify 
the meaning of such a new series. 


SyRACUSE UNIVERSITY 

?P. Viadimirov, “Za Rentabelnuyu Rabotu 
Predpriyati,” Voprosy Ekonomiki, No. 8 (1948), 
Pp. 32. 
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BOOK REVIEWS 


Plowshares into Swords: Agriculture in the World 
War Age. By ARTHUR P. CHEw. New York: 
Harper & Bros., 1948. Pp. xv +227. $3.00. 


Chew presents as his main thesis the view 
that “modern war is war for farms”’; that indus- 
trial nations tend to develop population so much 
in excess of domestic food resources that their 
ability to eat becomes unduly precarious, unless 
they can bring larger agricultural areas under 
their political control. The current emphasis on 
rapid industrialization of agricultural nations 
will, in Chew’s judgment, destroy too complete- 
ly and too fast the specialization on which the 
industrial nations depend. 

The alternative solutions, short of war, are to 
achieve a world-wide rural-urban balance, or 
more self-sufficient economies within frontiers, 
The desire to accomplish the latter, through im- 
perialistic acquisition of farm lands by the in- 
dustrial nations, is, he contends, the primary 
cause of modern wars. 

As one way out he would have the nations 
work toward freer international trade, a conclu- 
sion with which most qualified economists would 
agree, though few would accept the reasoning 
and observations through which that conclusion 
is arrived at. He would also avoid aggressive 
fostering of industrialization in nations that are 
now agricultural, and he suggests some back- 
tracking by nations that are now industrial. 
“The peace program... should start with a 
delaying action. It should delay both the fall of 
industry in old industrial countries and the rise 
of industry in farm countries” (p. 210). 

Chew’s discussion raises a good many ques- 
tions that need serious thought. But his thinking 
about them is a purely personal affair. The 
broad historical generalizations are almost com- 
pletely unsupported by reference to specific situ- 
ations. The economic analyses are not convinc- 
ing and, in some instances, are not consistent 
throughout the book. This reviewer, and proba- 
bly most others, would want something more 
than the author’s assertion that “agriculture 
plays throughout the world . . . the [part of] in- 
centive and target of aggression” and has done 
so since history began. Industrial development 
and aggressive imperialism are said to go hand 


in hand, and the second is regarded as almost 
solely a product of the first. 

It is undoubtedly true, as the author points 
out, that industrial nations are able to make 
war more effectively than are agricultural na- 
tions. But it is hard to accept the view that cur- 
rent Russian imperialism is a struggle for agri- 
cultural lands, that the French, under Napole- 
on, were primarily concerned about that prob- 
lem, or even that Britain, with her milder form 
of imperialism in the eighteenth and nineteenth 
centuries, was seeking primarily to add agricul- 
tural lands to her empire. Adolf Hitler said that 
he was. But was that his real aim, or merely a 
rationalization of other aims? For Italy and 
Japan the thesis appears to have more validity, 
but that is far from being an adequate basis for 
so broad a generalization. Agricultural nations 
are presumed to be nonimperialistic, but 
China’s history is scarcely a record of freedom 
from imperialism, and it may be doubted if 
India, without the stabilizing influence of 
Britain, would have had a great era of tranquilli- 
ty over the past century. 

The analysis as a whole is one that may well 
prove stimulating for qualified scholars. It does 
not seem to this reviewer well suited to the 
popular audience for which it is obviously writ- 
ten. Its excellent journalistic style tends to 
gloss over a great many defects in interpreta- 
tion. To say that “‘cases of modern Malthusi- 
anism, which traces food troubles to underpopu- 
lation rather than overpopulation, are numerous 
just now” is not a satisfying summary of the 
nature of the dilemma. The overriding problem 
is that of pressure of population on food sup- 
plies throughout most of the world, in agricul- 
tural as well as industrial countries. The discus- 
sion likewise takes insufficient account of the 
effect of diminishing returns in shifting from 
agricultural to industrial economies. More in- 
dustrialization does not mean complete indus- 
trialization, and industrialization will not take 
the same form in all countries or even in the 
same country at different times. 

Certainly food scarcity is a growing problem 
over a large part of the world, despite occasional 
“surpluses” in some countries; but as yet it is 
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little if any more acute in industrial than in 
agricultural countries, nor is it likely to become 
so in the near future. Germany and Japan are, 
to be sure, striking examples of badly unbal- 
anced economies, but the cause is defeat in war 
rather than industrialization per se. A better 
world-wide, rural-urban balance is certainly to 
be desired, and very possibly some retreat from 
the present level of industrialization in some 
countries. But to contend that these changes in 
themselves will prevent wars is asking the thesis 
to carry too big a load. Even with good balance 
we might still have the whole world inadequate- 
ly fed. Wars might or might not occur, but it 
seems safe to say that some of the things that 
have caused wars in the past would continue to 
exist. Man is not guided by economic motiva- 
tions solely, and excessive reliance on economic 
interpretations leaves many of the events of 
history unsatisfactorily explained. 


Murray R. BENEDICT 
University of California, Berkeley 


State and Economic Life. By Dr. B. V. Nara- 
YANASWAMY Natu. Madras, India: Delhi 
University Press, 1947. Pp. 140. 


These lectures, delivered in January, 1947, 
under the auspices of Delhi University, are con- 
cerned with what the author conceives to be 
“the main lines of recent politico-economic 
thought” and “the salient features of the role of 
the state in promoting the economic progress” 
of India. The opening lecture sets out the 
author’s complete acceptance of state interven- 
tion in economic affairs, and the rest of the book 
is concerned, in succession, with the state and 
agriculture, the state and industry, and the 
state in relation to banking, currency, exchange, 
and fiscal policy. 

The evils which have beset the Indian econo- 
my are described, and elaborate blueprints are 
provided detailing the structure of govern- 
ment controls which the author feels are re- 
quired to place and keep the economy in a 
healthy and progressively healthier condition. 
The discussion proceeds as though plans on 
paper were the equivalent of accomplished re- 
sults and with a minimum of attention to the 
difficulties inherent in the establishment and 
operation of government controls. It would re- 
quire much more familiarity with the Indian 
situation than I possess to justify a confident 
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judgment on the merits of the author’s pro- 
posals as they relate specifically to India. I do 
not hesitate to report, however, that, although 
I am in sympathy with his approach, his un- 
critical faith in the blueprints of control seems 
to me to be extremely naive. 

BEN W. Lewis 
Oberlin College 


Trade Unions in Canada: Their Development and 
Functioning. By H. A. LoGan. New York and 
Toronto: Macmillan Co., 1948. Pp. xvii+ 
639. $5.00. 


A study of unionism can be approached from 
any or all of the following viewpoints: general 
historical development; internal structure and 
operations; collective bargaining policies; po- 
litical activity. Professor Logan touches on all 
these matters in discussing Canadian trade- 
unionism. 

There are chapters on the general growth of 
unions, with a very brief discussion of the more 
basic forces determining the development of the 
Canadian labor movement. And there are chap- 
ters on unionism in particular industries: build- 
ing construction, printing, pulp and paper, 
metal trades, shipyard construction, railroads, 
mining, clothing, textiles, automobile, iron and 
steel, rubber, meat-packing, electrical products, 
lumber, and shipping. In the description of 
unionism in these various industries, Logan 
deals with the development of the unions, their 
jurisdiction, their internal organization, and 
some of their policies. While the relative impor- 
tance that the author attaches to the discussion 
of each of these topics varies from industry to 
industry, the framework is similar throughout. 

The author also paints a picture of the ori- 
gin, development, philosophy, and political ac- 
tivities of the different labor federations in Can- 
ada. There is also a brief concluding chapter 
on the union press, public relations, and re- 
search and educational activities. 

Logan has accumulated a welter of important 
information. Students of labor owe him a heavy 
debt for making available so many facts and 
figures about the Canadian labor movement. 
Since little had ever been done on this subject, 
the author set himself a gigantic task. It is no 
mean accomplishment even for a team of re- 
searchers to gather from original sources ex- 
haustive information on all facets of a national 
labor movement. It is virtually impossible for 
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any one individual to do so. It would, therefore, 
be unfair to expect Logan’s book to exhaust all 
the subjects on which he touches. When viewed 
in that perspective, the numerous gaps become 
readily understandable and, what is more im- 
portant, perfectly acceptable. The author has 
made it far easier for other students of Canadian 
labor problems to explore more thoroughly and 
systematically in the future. 

Logan’s entire approach is “purely descrip- 
tive.” He has found certain facts; and he reports 
them as he found them, in their native state as 
it were. There is little attempt to analyze these 
facts—the determinants, the implications, etc. 
The author may well have felt that, since his 
factual explorations were not exhaustive 
enough, it would be hazardous to venture forth 
into analysis. There is certainly much to be said 
for such a view. But there is also something to 
be said against it. It is hardly “unscientific” to 
suggest certain preliminary hypotheses even on 
the basis of inadequate data. Such hypotheses 
do much more than merely satisfy the scholar’s 
speculative propensities. They may well provide 
useful “leads” for future inductive research. To 
be sure, one can proceed without such leads. 
One can also walk from New York to Los 
Angeles, but it is much faster to go by plane. 

Viewed in the context of its origins, and with- 


in the confines of a purely descriptive frame- 
work, this is a first-rate piece of work. I agree 
unreservedly with the author’s own evaluation 
of his efforts: “This is a book of description and 
narrative....Its outlook is non-partisan, 
objective.” 


JosEPH SHISTER 
Yale University 


The Labor Force in Louisiana. By RUDOLF 
HEBERLE. Baton Rouge: Louisiana State 
University Press, 1948. Pp. x+189. $2.00. 


Using the 1940 census, Professor Heberle has 
utilized the population figures for Louisiana to 
describe the labor force of that state. In a con- 
cluding chapter he has briefly examined the war- 
tume shifts in population he found in a study for 
the War Manpower Commission. 

_ This excellent analysis should be a valuable 
aid to the state government in developmental 
policies, for it shows how Louisiana compares 
with the South and the rest of the nation with 
respect to primary, secondary, and tertiary in- 
dustries. Using Colin Clark’s classification of 


industry types, Heberle concludes that “it 
might be better for the people of Louisiana if the 
tertiary industries were less and the secondary 
industries more developed, so that the propor- 
tions would decline from the primary to the ter- 
tiary industries” (p. 17). In other words, 
Louisiana has too many farmers and servants 
and not enough manufacturing workers. Correc- 
tive shifts would tend to increase the state’s per 
capita income. 

The state’s labor force is also analyzed by 
geographic divisions and by occupations within 
those divisions. As might be expected, wide dif- 
ferences exist between the areas. Even the 
Baton Rouge area, with the largest percentage 
of employed workers in secondary industries, 
has only 29 per cent of its working population 
in that category. 

In later chapters the author analyzes the em- 
ployed workers by socioeconomic groups, by 
age, and by marital and family status. He finds 
very little difference in the primary industries 
between Louisiana and the South, “although 
the proportion of employers and workers on own 
account is somewhat larger in Louisiana and the 
proportion of wage and salary workers some- 
what smaller” (p. 71). One of the most interest- 
ing facts is that the distribution of Negro work- 
ers among the several socioeconomic classes is 
very similar to that of native white workers. 
This fact appears to point up the essential weak- 
ness of the census classifications “Employers 
and Workers on Own Account” and “Wage and 
Salary Workers.” Heberle says—and he is prob- 
ably right, although no proof is offered—that 
“among Negroes the first class contains a larger 
contingent of ‘workers on own account’ and the 
second class consists to a considerably larger 
extent of wage earners than among the whites” 
(p. 74). 

The section dealing with the age of the work- 
ing population is a thorough but routine analysis 
of that factor. The chapter on the relation of the 
family to the labor force, however, contains 
many interesting sections dealing with marital 
status, child labor, steadiness of employment, 
and the interrelations of the various labor mar- 
kets by the use of part-time labor. The author 
warns the reader that data on marital status 
among poor colored women are quite inaccurate, 
since desertion and common-law marriages are 
frequent. 

The final chapter describes the wartime ur- 
ban movement of Louisiana’s population. Such 
shifts, says the author, were not permanent in 
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so far as the new secondary employment was in 
the fields of shipbuilding and aircraft construc- 
tion. On the other hand, Heberle finds more 
hope of permanency in the shifts to petroleum 
and chemical industries. In the field of agricul- 
ture, however, the most significant changes have 
occurred. The author fears that mechanization 
may cause proletarization of small farmers, with 
the “rungs on the agricultural ladder” getting 
wider apart. On the other side of the ledger 
Heberle finds that wartime experiences have 
apparently taught the rural Louisianan new 
skills and made him willing to migrate to labor 
shortage areas. 

It is unfortunate that Heberle was kept from 
this study for so many years. The book is an ex- 
cellent analysis of a state-wide labor market, but 
one wonders whether the war has not brought 
such changes as to make the 1940 census unreli- 
able for current use. The book might be criti- 
cized, too, for not explaining more of the socio- 
logical implications of the mass of data, as is 
done in the last chapter. Discussion of these im- 
plications is scattered throughout the book, 
but a summary would have been helpful. 


FRANK T. DE VYVER 
Duke University 


Sweden Plans for Better Housing. By LEONARD 


Six. Durham, N.C.: Duke University 


Press, 1948. Pp. xiv+149. $4.00. 

Dr. Silk gives an account of housing policy in 
Sweden from the middle of the nineteenth cen- 
tury to the present, a period which covers the 
industrial revolution in Sweden. In the first half 
of the book the author describes the unhappy 
conditions produced by the influx of population 
into the rapidly growing centers of production; 
in the second he analyzes the political and eco- 
nomic aspects of recent efforts to provide all the 
people with housing which meets at least mini- 
mum standards of health and convenience. 

The housing problem of Sweden has its set- 
ting in the period of industrial expansion when 
ill-planned and crowded tenements were erected 
to shelter a newly created proleteriat. The con- 
temporary housing program is the product of the 
social philosophy and political necessities of 
Sweden’s moderate socialists. From the eco- 
nomic point of view the program has been 
framed along Keynesian lines From the hu- 
manitarian viewpoint it is motivated by the 
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popularly felt need of working people for decent 
housing. It has been directed into special chan- 
nels by two social questions: the population 
problem, which was dramatically brought to 
public attention by the Myrdals in the 1930's, 
and the agitation for improving the economic 
status of old age pensioners, which for two dec- 
ades has been a major objective of the Social 
Democratic party, and which currently com- 
mands wide support. 

A program framed in terms of both economic 
and humanitarian objectives is bound to devel- 
op internal conflicts and to have its emphasis 
shifted from one side to the other in response to 
changes in public sentiment and fluctuations of 
the business cycle. Silk presents his discussion of 
Swedish housing policy with full awareness of 
the social and political expediencies which lie 
behind its compromises and contradictions. 

Economists will be especially interested in 
the chapters which deal with the postwar hous- 
ing program of the present government. The 
principles are laid down in a plan expected to 
serve as a general guide to policy over the next 
fifteen years. The central point of the plan is the 
stabilization of the building industry. It is in- 
teresting to note that the depression policy of 
the past decade, in which the building industry 
was regarded as an activity to be manipulated 
as a corrective to the swings of the business 
cycle, has been abandoned, as has also the pros- 
pect of immediate liquidation of the housing 
shortage. It is hoped, however, that with a 
steady rate of new building, replacement, and 
demolition the modest minimum accommoda- 
tion of one room per person will be made avail- 
able to every member of the Swedish community 
within a reasonable time. The plan is more than 
a slum-clearing program, though the elimination 
of substandard dwellings is an important objec- 
tive. New buildings will be erected according to 
modern designs and integrated into carefully 
worked-out schemes of communal planning, so 
that homes in both town and country will afford 
that comfortable modernity which is already 
such a pleasing aspect of Swedish domestic life. 

The financial arrangements of the housing 
plan and its relation to the larger postwar prob- 
lems of the national economy are described by 
Silk in some detail. Like many social-welfare 
programs in Sweden, the plan depends for its 
realization upon the co-operation of national 
and local authorities and upon the participation 
of both private and public enterprise. The cen- 
tral government exercises supervision over 
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building activity by means of its control over 
the allocation of materials and labor and the fa- 
vorable terms of credit which it makes available. 
But the industry is by no means a government 
monopoly. First mortgages afford opportunity 
to the private investor, and construction opera- 
tions are almost entirely in private hands. So- 
cialization is a slogan and sometimes a threat, 
but it is not an immediate probability. 

The humanitarian objectives of housing re- 
form have committed the Social Democrats to a 
program of improving housing conditions with- 
out raising the cost to the householder; that is, 
the housing program is viewed as a means of in- 
creasing the real incomes of the Swedish people. 
In the short run the greatest problem is the 
necessity of initiating the program in a period 
of overemployment. To meet this situation, the 
planners have continued the wartime rerit con- 
trols and instituted a system of subsidies to 
stimulate building in those lines which they 
think most urgent, and for the rest they are re- 
signed to the necessity of a continued state of 
shortage for the next few years. They have no 
faith in the ability of the free market to bring 
about equilibrium in the housing market in a 
period of prosperity. In the long run the Swed- 
ish housing experts realize that the success of a 
policy of low rents depends upon the possibility 
of reducing unit costs of production in the build- 
ing industry. Subsidies and low interest rates, 
the chief reliance of public control in the past, 
have limited application. If decent housing is to 
be made available for workers at rents which 
they can afford to pay, a direct attack must be 
made upon building costs. So far Swedish plans 
have not progressed beyond the research stage. 
Under the joint auspices of government and in- 
dustry the possibilities of developing better and 
cheaper materials and more economical methods 
of construction are being explored. It is foreseen 
that eventually the reduction of building costs 
can be achieved only by means of a thorough- 
going reorganization of business and trade- 
union practices. It may be that Sweden’s most 
valuable contribution in housing reform will 
come from the leadership it is able to give in 
rationalizing this backward industry. 


HELEN FISHER HOHMAN 
Evanston, Illinois 


Karl Marx’s Interpretation of History. By M. 
M. Boser. (“Harvard Economic Studies,” 


Vol. XXXI.) 2d ed. Cambridge, Mass.: 
Harvard University Press, 1948. Pp. x+445. 
$6.00. 

This is an extensive revision of Bober’s well- 
known book on historical materialism which 
first appeared in 1927. In his new Preface the 
author tells us that “over two thirds of the 
former book has been rewritten, and hardly a 
page of the remainder has escaped revision; new 
material has been added, ranging from para- 
graphs to chapters.” 

The book is divided into five parts, the first 
three of which are devoted to analyzing the 
general elements of the Marxian theory of his- 
tory. Part IV, the longest of all, deals with 
Marx’s theory of capitalism on the entirely 
proper assumption that “we may regard Capi- 
tal, and his other economic writings, as a part of 
his interpretation of history, as an intensive 
elaboration of one of its momentous claims” 
(p. 157). The last part contains Bober’s critical 
evaluation of the entire theory—though it may 
be remarked parenthetically that critical ob- 
servations are by no means confined to this part. 

Economists will probably be most ‘aterested 
in Part IV, which can be read by itse’f »vithout 
serious loss. Moreover, it seems to me *hat this 
is the best part of the book, doubtless because 
Bober, as a professional economist in the tradi- 
tional sense, is on surer ground here than in 
most other parts of the work. 

It would be useful to trace the changes in 
Bober’s presentation of Marxian economics 
from the first to the second edition; but, not 
having a copy of the first edition at hand, I can- 
not attempt to do this. Nevertheless, I do want 
to record a strong impression that the second 
edition shows a clearer grasp of the essentials of 
Marx’s thought. I think that it is safe to assume 
that this reflects an increasing awareness on the 
part of American economists that Marx was, 
after all, one of the great figures in the history 
of their science and not, as Keynes had it, an 
inhabitant of the intellectual underworld along 
with Silvio Gesell and Major Douglas. At the 
same time, however, Bober’s presentation 
makes it abundantly clear that even the best- 
informed American economists still have much 
to learn about Marx’s methods and objectives. 
As an introduction to Marxian economics, 
Bober’s book, I am afraid, would be misleading 
in many important respects. 

Outside the narrower field of economics, 
Bober’s work is of little value. It shows great 
diligence in collecting quotations but little dis- 
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crimination in collating and interpreting them. 
Passages written at different times, relating to 
different periods, for different groups of readers, 
and on different levels of abstraction are placed 
side by side in the apparent hope that in this 
way they can be forced to yield up Marx’s true 
meaning. The result, not surprisingly, is that 
Bober finds Marx’s thought to have been full of 
confusions and contradictions. One example 
will indicate the technique. Bober quotes Marx 
and Engels to the effect that absolute monarchy 
had a feudal origin. In other passages, however, 
they asserted that the early modern period was 
characterized by a close alliance between abso- 
lute monarchy and the bourgeoisie. Bober con- 
cludes that they were hopelessly confused: “If 
absolute monarchy is feudal, it ought to be an- 
tagonistic to capitalism and the bourgeoisie; if 
it is the expression of capitalism, we cannot ex- 
pect it to be in full flower before capitalism, its 
progenitor, has become well established” (p. 
136). What these gentlemen need, Engels might 
have replied, is a little dialectics. 

As far as Bober’s own critical observations 
are concerned, it is sufficient to point out that 
they start from assumptions which would make 
inevitable the rejection of amy coherent theory 
of history. “The phenomena of social life,” he 
tells us, “exhibit totalities complex in their na- 
ture, evolution, ramifications, and interconnec- 
tions. It is difficult, and in most cases it is futile, 
to seek to unravel their causes” (p. 317). The 
wonder is that one who takes this position can 
find the patience to write a long book about 
a theory which tries to accomplish what is 
a priori impossible. 

While Bober takes account of some of the 
relevant literature which has appeared since his 
first edition, there are also omissions which are 
difficult to explain. Vernon Venable’s Human 
Nature: The Marxian View deals with practical- 
ly all of Bober’s field except the detailed eco- 
nomic analysis. It is an altogether admirable 
study which would have enabled Bober to cor- 
rect many errors and misconceptions. It may be 
that Venable’s book, since it was published in 
1945, came too late for Bober to take into ac- 
count. But the same can certainly not be said of 
Lewis Feuer’s brilliant article on “The Econom- 
ic Factor in History” which appeared in Science 
and Society in 1940. I commend these works to 
Bober’s attention—and also to the attention of 
anyone seeking a reliable guide to Karl Marx’s 
interpretation of history. 

Paut M. SWEEzy 


Wilton, New Hampshire 


Colonial Policy and Practice. By J. S. Furnt- 
vALL. Cambridge: University Press; New 
York: Macmillan Co., 1948. Pp. xiii+568. 
$7.50. 


Probably no author who writes in English is 
better informed on Southeast Asian economics 
than J. S. Furnivall. In this work he presents us 
with what amounts to two full books and a 
summary of a third. The first six chapters con- 
tain an economic and administrative history of 
Burma from the time the country became a 
British colony to the outbreak of the second 
World War. Chapter vii is a summary of Furni- 
vall’s earlier book on Netherlands India; and 
chapters viii-xiii contain a treatise of colonial 
policy and practice, with special emphasis on 
the economic problems of tropical countries. Al- 
though the book bears the subtitle, “A Com- 
parative Study of Burma and Netherlands 
India,” the last part is really much broader in 
scope, for Furnivall has made ample use of 
comprehensive accounts of Africa by Lord 
Hailey and others. In many instances he not 
only draws parallels between the British and 
Dutch colonies in Southeast Asia but also intro- 
duces comparisons with various parts of Africa, 
notably Nigeria, Kenya, and Rhodesia. 

Furnivall has spent many years in Burma as 
a government official. He not only has studied 
exhaustively the history of the country but has 
learned all aspects of its economy and adminis- 
tration from intimate firsthand acquaintance. 
He has traveled in Indonesia and was thus able 
to make careful comparisons between Dutch 
and British colonial practice in the field. He has 
recently been called to Burma as adviser to the 
new government, a fact which clearly shows how 
highly his knowledge and opinions on economic 
and administrative problems of the countries of 
tropical Asia are regarded. From all this it is 
apparent that here is a book which contains the 
best thinking and the most authoritative ac- 
count of the problems it purports to treat. 

It is very difficult to summarize a book of 
such length and of such wealth of informative 
material and closely reasoned analysis. The 
most instructive chapters are, doubtless, the 
last six, in which Furnivall deals with general 
problems of colonial policy and practice. The 
most important aspect of his analysis is the in- 
vestigation into the effects on tropical economy 
and native society of exploitation of a colony 
chiefly as a source for raw materials and its de- 
velopment as a market for Western finished 
products. It embraces an analysis of laissez faire 
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principles as applied to Burma and Netherlands 
India; of the “culture system”’ practiced by the 
Dutch from approximately 1830 to 1870; and of 
the “ethical system” in Indonesia and the ap- 
plication of a policy of native welfare under the 
slogan of “the white man’s burden” in Burma 
since about 1900. He shows how the abrupt in- 
troduction of free competition and the rule of 
law in Burma led to accelerated social disinte- 
gration, because there were no stabilizing or 
counteracting influences, such as, for example, 
the caste system in India, to cushion the impact 
of economic forces. He shows, on the other hand, 
how the system of indirect rule in Java (intro- 
duced by the Dutch East India Company and 
maintained after the state took over the govern- 
ment of the colony) led to a “plural society” 
which exhibits also features of serious social con- 
flict and disintegration, although in a different 
sense from Burma. He shows, finally, how the 
introduction of greater autonomy and ofa certain 
degree of political democracy was basically un- 
able to correct the processes of social disintegra- 
tion and how, therefore, division of labor and 
economic processes have become the major ties 
holding the society together. In spite of the dif- 
ferences in policy and practice in Java and 
Burma, the countries exhibited at the eve of the 
second World War a number of similar features: 
excessive importance of the economy as a link 
between groups in the society; various degrees 
of disruption of the village as a social unit; the 
gradual rise of a nationalist ideology, especially 
among the almost infinitesimal native middle 
class—a process which tends to encompass all 
layers of society. This book paints a clear pic- 
ture which serves as a background for the under- 
standing of the recent momentous political 
changes in the area. 

In a work of such excellence it is difficult to 
find blemishes. Yet, in my opinion, Furnivall 
places too little emphasis on sociopsychological 
forces. His explanations of the causes of social 
disintegration in the countries surveyed are tied 
too much to overt, apparently rational, eco- 
nomic or political factors. For example, he ex- 
plains the high crime rate and the growth of 
litigation in Burma by the unloosening of eco- 
nomic forces which made a pauper of the small 
peasant and by the abolition of local informal 
customary law and its replacement by formal 
administration of justice on a Western model. I 
do not contend that the pauperization of many 
natives and the replacement of government by 
persons by the rule of law have not significantly 
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contributed to the increase of crime and litiga- 
tion. But it would have been fruitful to consider 
in detail also the psychological impact on the 
native of the rapid cultural change and the dis- 
solution of his accustomed social system. In 
other words, the free market and the impersonal 
administration of law not only had immediate 
economic and political effects but also may have 
had mediate sociopsychological ones, which in 
part account for the rapid growth of crime, 
violence, and litigation. 

But these are minor matters. The work is of 
such high merit that its wisdom and insight far 
outweigh any omissions or occasional incom- 
plete interpretations. Its value is not limited to 
students of Southeast Asia. In comparing the 
experience of the British in Burma and of the 
Dutch in Java and applying it wherever appro- 
priate to other underdeveloped areas, notably 
Africa, Furnivall has written a book which is of 
great importance to all students of colonial 
problems or of tropical economies. 


Bert F. HoseEtitz 
University of Chicago 


The Agrarian Revolt in Western Canada: A Sur- 
vey Showing American Parallels. By Paut F. 
SHARP. Minneapolis, Minn.: University of 
Minnesota Press, 1948. Pp. ix+204. $3.00. 


This is a useful book which traces the politi- 
cal activities of farmers in western Canada from 
the period of settlement to the progressive 
party. The author has based his work on the 
files of newspapers and periodicals as well as 
more obvious published and unpublished 
sources. Canadians will be particularly grateful 
for the addition of material dealing with the life 
of Henry Wise Wood. Concern with political 
activities has involved a neglect of economic 
problems. Prior to the end of the war in 1918 it 
proved difficult to isolate political activities, but 
discussion of the rise of the progressive party 
after that date has facilitated concentration on 
this phase of western development. The limita- 
tion greatly impairs the value of the book, but 
the author may rightly claim that he has been 
concerned with “a survey” rather than exhaus- 
tive study. A Canadian will feel that he has 
overemphasized similarities between move- 
ments in the United States and Canada. 


H. A. INNIs 
University of Toronto 








Historical Sociology: Its Origins and Develop- 
ment: Theories of Social Evolution from Cave 
Life to Atomic Bombing. By Harry ELMER 
Barnes. New York: Philosophical Library, 
Inc., 1948. Pp. x+186. $3.00. 

Many students of economic change, as well 
as Marx and Mill, have felt the need to bring 
sociological considerations to bear upon their 
problems. Usually they have incorporated in 
their treatment casual or naive assumptions 
about man and society; some, like Veblen, have 
in effect sought to change the conception of 
what “economic” is; a few declare that eco- 
nomic change is not to be accounted for except 
in terms of a philosophy of history or some non- 
scientific system of ideas. These alternatives 
might be avoided if economic historians had at 
their disposal a well-substantiated body of 
principles with respect to actual or typical 
changes in social structures and scales of values. 
“Historical sociology” is an appropriate name 
for efforts to establish such principles. In their 
absence or neglect, the phenomena surrounding 
areas of concern to economic historians seem 
an unordered chaos, concerning which almost 
any general assumption is as good as any other. 

This descriptive book makes clear that ef- 
forts have not been lacking. Until 1900, inquiry 
into the origin and development of social or- 
ganization was the major interest of the 
nascent disciplines of sociology and cultural 
anthropology as well as of historical economics. 
Barnes says little about the latter school or 
about Marxism, which has shown more vitality 
than most of the theories he does consider. His 
attention turns first to the group of highly indi- 
vidualistic sche'ars who were alike chiefly in 
being influenced by the methods and assump- 
tions of social Darwinism or the related tenets 
of comparative anthropology. He proceeds to 
describe the shift to critical and case-study 
methods, in the frame of “‘cultural change” or 
“cultural dynamics” (Herskovits, Sorokin) 
rather than “progress” or “social evolution.” 
He then turns back to appraise “contributions” 
to our knowledge of the history of human soci- 
ety. These turn out to be mainly evolutionary, 
after all, except for some “interpretations of 
social evolution on the grand scale,’”’ as Barnes 
incorrectly styles a group of theories which in- 
clude those of Oswald Spengler, Toynbee, and 
Sorokin. 

The book reaches its climax with the declara- 
tion that “we are in the midst of the fourth 
great world revolution in human experience.” 
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We are offered the alternatives “of either mak- 
ing constructive readjustments or facing social 
chaos and cultural disintegration” (p. 148). 

Barnes makes a point of the relative decline 
in historical sociology after 1900 but is unusual- 
ly tentative in his explanation. Doubtless other 
directions and methods of social inquiry have 
seemed attractive. But I would suppose that it 
was the scientific sterility and encyclopedic 
pretentiousness of social evolutionism which has 
tended to stigmatize for contemporary social 
scientists the very enterprise on which its 
proponents engaged. Hence we are ready to 
agree with Barnes that Toynbee et al., who are 
not evolutionists, are closer to philosophy of 
history than to social science in orientation and 
method. Yet Barnes apparently regards the re- 
action against social evolutionism as excessive 
and praises “stage theories” and the quest for 
absolute social origins. He asserts, for instance 
(p. 90), that conquest “‘is the sociological theory 
of political origins and development.” 

Barnes has too often won brevity at the risk 
of accuracy. He prints “‘Cluckhorn” for “Kluck- 
hohn” (pp. 74, 183) in a quite misleading allu- 
sion to the views of a past president of the 
American Anthropological Association. Similar- 
ly he prints “Fryer” for “Freyer” (pp. 128 29, 
184). The Boas school never held that culture 
areas should be the unit for investigation; 
this concept was, and is for others, one tool for 
historical reconstruction. The suggestion that 
Wissler diverged from the Boas school in his 
views on diffusion (p. 74) is at least misleading. 
There is no hint in the account of Malinowski 
and Margaret Mead that both are methodologi- 
cally antihistorical in approach. I have found no 
theory of “dominating personalities” in either 
Mosca or Pareto (p. 85). We learn, by neglect to 
exclude him, that Kant “denied the potency of 
Reason and attacked the notion of progress 
through revolutionary legislation” (pp. 174-75): 

There is little in Barnes to reassure econo- 
mists or historians as to the state of affairs in 
the “unordered chaos.” Yet the chaos is not 
unordered. It is merely that Barnes’s acquaint- 
ance with recent work of evident or possible 
relevance in the fields of sociology and anthro- 
pology, not to say in the study of personality, 
seems highly selective. He mentions several 
solutions to the highly important invention- 
diffusion controversy without noting the “soc- 
ological” answer, which derives repetitions from 
universal requirements for the existence of self- 
perpetuating societies (Warner, Parsons). He 
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employs the “culture-lag” hypothesis as a 
powerful tool in his analysis of current trends, 
without mentioning how recent writers such as 
Woodward have modified it to fit a wider range 
of phenomena. There is no reference to the sub- 
stantial achievements of anthropologists since 
1940 in the fields of acculturation and applied 
anthropology, which have been transforming 
our knowledge of the processes and conditions 
of small-scale cultural change. There is no al- 
lusion, even in the Bibliography, to Kroeber’s 
master-work, Configurations of Culture Growth 
(1944), to Sims’s Problem of Social Change 
(1939), and to Northrop’s Meeting of East and 
West (1946), to say nothing of the historical 
theories of such psychiatrists as Fromm. While 
he recognizes at the outset that work in eco- 
nomic history has been “exceedingly close to the 
borders of historical sociology” (p. 13), he men- 
tions nothing that has happened in this field 
since 1923! The impression is left that “‘contri- 
butions” can proceed only from the method of 
inductive generalization on a broad scale. 

Has Barnes been so busy collecting speci- 
mens for a “Museum of Intellectual History” 
and clipping paragraphs from his earlier and 
more freshly conceived books that he has simply 
not kept up with recent developments? “As a 
contribution to social theory and techniques,” 
to cite a jacket cover for which the author is not 
to be blamed, this book does not describe our 
actual resources for a historical sociology which 
could be of scientific help in dealing with our 
desperate situation. 

LELAND H. JENKS 
Wellesley College 


Revolution in Glassmaking: Entrepreneurship 
and Technological Change in the American In- 
dustry, 1880-1920. By WARREN C. SCOVILLE. 
Cambridge: Harvard University Press, 1948. 
Pp. xvii+398. $5.00. 


This is a study of entrepreneurship and 
technological change in the glass industry, with 
particular attention to the activities of Edward 
D. Libbey and Michael J. Owens. The mono- 
Staph begins with a history of the development 
of the glass industry in the United States down 
to 1920. Unfortunately, chapter iii, covering the 
Period 1880-1920, is seriously marred by inter- 
changeable use of the words “factory,” “estab- 
lishment,” and “firm” in both the text and the 
tables. There follow two chapters on the devel- 


opment of glass firms under the leadership of the 
Toledo group between 1880 and 1920 and two 
more chapters and an appendix on the techno- 
logical changes which gave rise to this develop- 
ment. There is a suggestive chapter on the com- 
plicated controls developed in the labor and 
product markets in which the Toledo group 
operated and a chapter outlining the impact of 
foreign competition, domestic consumption, and 
plant relocation upon their activities. The 
monograph concludes with an interesting dis- 
cussion of the Toledo entrepreneurs them- 
selves. 

The study was sponsored by the Committee 
on Research in Economic History of the Social 
Science Research Council, which is supporting 
a group of studies on the role of entrepreneur- 
ship in American economic development, and of 
the Committee on Technological Change of the 
Massachusetts Institute of Technology, which 
is sponsoring studies on the economics of tech- 
nological change. It is appropriate to assess this 
monograph in terms of its contribution to the 
objectives of these two groups. 

Two of the major problems with which the 
M.L.T. group is concerned are (1) to determine 
the principal economic factors responsible for 
the rate of technological progress in various 
types of industries and (2) to determine the 
conditions in industry which are most condu- 
cive to steady technological progress with a 
minimum of frictional unemployment. Scoville 
has presented an extensive description of the 
technological developments and the new enter- 
prises which resulted from the activities of the 
Toledo group. But the relations between eco- 
nomic conditions and the rate of technological 
development during the revolution in glassmak- 
ing are by no means clear. To what extent were 
the technological developments the result of 
crying needs which were bound to be satisfied 
by one group of inventors or another? To what 
extent did the complicated patent controls and 
collusive devices built thereon promote or retard 
technological change? Did these market con- 
trols increase or decrease the drive to perfect 
techniques of internal management, labor rela- 
tions, and methods of distribution? How impor- 
tant to the development of glassmaking were 
the tax laws which made possible substantial 
reinvestment of earnings? Although Scoville 
gives some attention to these matters, his analy- 
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sis is not penetrating; nor are his conclusions 
clear. 

Scoville has done pioneering work in explor- 
ing the role of entrepreneurship within the 
Toledo group. He has described well the entre- 
preneurial capacities of the two dominating but 
complementary persons who sparked the Toledo 
group. Libbey was a man of imagination and 
courage, “suave, diplomatic, relatively rich, and 
skilled in the art of managing other business 
men” (p. 307). Owens, is presented as a rough 
uneducated glassmaker turned inventor, intui- 
tive in his approach to technological problems, 
inclined to make offhand judgments, outstand- 
ingly successful in several critical decisions but 
clearly wrong on many other occasions, and im- 
patient under the restrictions of formal organi- 
zation and group activity which became neces- 
sary as the affairs of the group expanded. 

Scoville has not been so successful, however, 
in explaining the processes by which, and the 
bases on which, entrepreneurial decisions were 
made by the Toledo group and the impact of 
these decisions on the markets for glass. Al- 
though he has emphasized the fact that Libbey 
and Owens were highly intuitive in their deci- 
sion-making, he makes several incidental refer- 
ences to their use of legal and other technical 
advisers. It would have been interesting to fol- 
low the suggestion of Arthur H. Cole, who has 
stimulated much of the interest of the Commit- 
tee on Economic History in the study of entre- 
preneurship, to analyze more thoroughly the 
types of professional and auxiliary services 
used.? The bases for the various marketing de- 
cisions of the group and the considerations 
which went into the formulation of the patent 
and licensing policies shaped largely by Mr. 
Geddes warrant further exploration. More 
might also have been said about the other mem- 
bers of the original Toledo group and about 
those “‘captains of business and finance” who 
were introduced into the management in 1916 
to form the entrepreneurial succession. If his- 
torical studies such as this are to contribute 
significantly to an understanding of the role of 
entrepreneurship in American development, 
they must penetrate more deeply into the proc- 
esses and bases of entrepreneurial decision- 
making. 

JoHN PERRY MILLER 
Yale University 


“An Approach to the Study of Entrepreneur- 
ship,” in The Tasks of Economic History (1946) 
(annual supplement to the Journal of Economic 
History), pp. 10-11. 
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Finances comparées. By HENRY LAUFENBURGER., 
Paris: Recueil Sirey, 1947. Pp. 432. Fr. 
450. 


While the present volume has the subtitle 
“Comparative Finances in the U.S.A., France, 
Great Britain, Switzerland, and the Soviet 
Union,” it also includes much useful informa- 
tion on Germany and the Scandinavian coun- 
tries It is not a description of financial systems 
per se but a discussion of financial policies and 
structural problems in the light of existing pat- 
terns. 

The author is evidently disturbed by what 
he sees in the world of public finance. He knows 
full well—and regrets—that the days are over 
when taxes and loans were not regarded as in- 
struments of fiscal policy. He complains bitterly 
about the state of affairs in France, where the 
wide use of nationalization has dealt blows to 
the free-enterprise system. Both the Introduc- 
tion and the Conclusion give vent to the 
author’s feelings. 

In the Introduction Laufenburger attempts 
to give a brief explanation of the Keynesian ap- 
proach. He omits the acceleration principle and 
the more complicated aspects of the relations 
between savings and investments. Although 
Laufenburger does not attach much importance 
to the theoretical background of the Keynesian 
analysis, he dreads the policy application of 
Keynes’s fiscal theory. After sketching the 
Beveridge pattern of alternative methods of 
financing full employment, Laufenburger states 
his main fears, to wit: state control of produc- 
tion and transfer of workers by order of the 
state; “crystallization” or continuation of in- 
efficient and sterile enterprises; and, finally, the 
old query as to whether the state can make pro- 
ductive use of the capital which would be mo- 
bilized under the Beveridge plan. He fears, of 
course, that the loan program may lead to infla- 
tion. Like many others, he does not even con- 
sider the anti-inflationary proposal of the 
Keynes and Beveridge groups. He also fails to 
distinguish between inflationary and noninfla- 
tionary borrowing. 

The most useful part of the book deals with 
the description of the budgetary mechanisms In 
England and France. The nature of the budget 
as an instrument of political action is clearly 
and concisely described in the lucid tradition of 
Jéze. I do not understand why people with such 
keen perception of the political role of the budg- 
et fail to concede important political functions 
to fiscal policy. American readers will benefit 
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from the explanation of the political pattern of 
French budgetary control, with the strong role 
of parliament being played in the conception of 
the budget and the weak role in its execution. 
The complexities which arise under the system 
of budgetary pluralism in France, with all its 
extraordinary budgets and deficiency appropri- 
ations, are contrasted with the simplicity of the 
British unitary budget pattern. Laufenburger 
illustrates the scope of fiscal planning in various 
countries, emphasizing the wide range of the 
Soviet budget. Much attention is given to the 
American T.V.A., which has long aroused the 
curiosity of French students. Unfortunately, 
there are only brief references to the national 
budget of the United States. 

In evaluating the deficit spending of the New 
Deal, Laufenburger might have profited from 
reading Alvin Hansen’s work. It is not quite 
clear why Laufenburger accuses the United 
States government of “insouciance” concerning 
the repayment of loans floated during the de- 
pression period. In spite of his opposition to New 
Deal spending, Laufenburger realizes its sig- 
nificance. He makes a very good point in show- 
ing how the French government in pre-war 
years was handicapped by the impossibility of 
long-run fiscal planning, pointing out the con- 
trast in the United States, where there are no 
real legal obstacles of the kind which used to tie 
down French governments. Laufenburger’s de- 
scription of postwar French financial planning 
may induce speculation as to how far French 
governments could go today in long-run fiscal 
planning if there were political stability. 

Part II, entitled “Politique fiscale,” in the 
French meaning of the term, deals exclusively 
with tax policy. This terminological peculiarity 
has caused much confusion on the part of for- 
eign readers. It has a direct disadvantage in en- 
couraging departmentalization of fiscal analysis 
in a tax, a loan, and a monetary analysis. The 
value of the second part lies primarily in a lucid 
interpretation of personal and corporate in- 
come-tax systems and of capital taxation in sev- 
eral countries. Unfortunately, the author did 
not make use of Henry C. Simons’ pioneer work 
on income taxation. He could also have gained 
from Haig’s, Shoup’s, and Newcomer’s con- 
tributions to comparative finance. 

Laufenburger’s views on the function of 
taxation are exactly the opposite of what A. P. 
Lerner calls “functional finance.” Laufenburger 
thinks that in democratic countries the tax is 
Primarily an instrument for the collection of 
funds, while under authoritative regimes taxa- 








tion “degenerates into a political instrument.” 
He gives, as an example, the turnover tax, which 
regulates consumption and prices in the U.S.S.R. 
To this he opposes the role of taxation in the 
United States, which is only incidentally de- 
signed to accomplish economic objectives. In 
his opinion capitalist countries should use taxa- 
tion as an instrument of control only in time of 
war. In spite of this deviation in the second part 
of his book, Laufenburger recognizes that in the 
United States and the United Kingdom taxation 
is now being considered as a real or potential 
instrument of price control. Curiously, his ob- 
jections are political. In the United States and 
the United Kingdom many conservative econo- 
mists prefer taxation to other means of price 
control because they want a minimum of direct 
administrative control. 

Part III, on “La Politique du crédit public,” 
gives a lucid and succinct description of certain 
technical aspects of the public credit mecha- 
nisms in various countries. It gives some ex- 
amples of foreign, especially American, statis- 
tics which indicate, inter alia, the ownership dis- 
tribution of the public debt. The main advan- 
tage of the chapter is that it deals not only with 
the levels of the debt in various countries but 
also with the structure. In this respect it follows 
the tradition of Jéze and other French “tech- 
niciens.”” 

The chapter dealing with forced loans con- 
tains useful data on wartime developments in 
European countries. However, there is no analy- 
sis of the important new development of de- 
ferred pay as an alternative to taxation in the 
lower-income brackets. This peculiarly British 
method may someday find application in 
France. 

The conclusion reveals the dilemma of the 
writer. He feels that both taxation and loans 
have an increasingly strong undermining effect 
on the existing social structure. He contends 
that the monetary depreciation which he links 
primarily to budgetary deficits masks this new 
form of intervention in the economic structure. 
He sadly comments in his last phrase that it is 
not likely that either taxes or loans will be re- 
duced during the long phase of reconstruction 
to the narrow framework of “neutrality’’ which 
dominated the public finances of the first three 
decades of the century. 

On the whole, the present volume is useful, 
even excellent in some of its descriptive parts. 
Although the reviewer does not agree with the 
author’s economics, he appreciates the value of 





the data and of the orderly description of the 

financial mechanism in various countries. 
Henry S. Biocn 

United Nations 

§ Lake Success 


Constitutional Dictatorship: Crisis Government in 
the Modern Democracies. By Cutnton L. 
RossITER. Princeton: Princeton University 
Press, 1948. Pp. ix-+322. $5.00. 


This study examines constitutional dictator- 
ship in ancient republican Rome and in the four 
modern states of France, Great Britain, the 
United States, and the German Republic. The 
author is on familiar ground in defining the ends 
of constitutional dictatorship as being the con- 
tinuation of the existing constitutional system, 
the maintenance of the independence of the 
state, and the preservation of social and political 
liberties. The ultimate aim of a constitutional 
dictatorship is to bring a crisis to an end and to 
remove those barriers which prevent the normal 
functioning of the constitutional system. The 
chief dangers of this emergency device are that 
it will enable intrenched reactionary forces to 
sabotage popularly desired changes, that it will 
permit abuses of public power at the expense of 
the lives and property of citizens, and that it 
will result in permanent changes of an undesir- 
able character in the existing constitutional sys- 
tem—changes which, if extensive enough, will 
result in a permanent dictatorship. 

The experiences of the countries studied, 
both ancient and modern, have suggested some 
eleven “commandments” which should be ob- 
served in the institution, continuation, and ter- 
mination of a constitutional dictatorship (pp. 
297-306). In their application, republican Rome 
has provided the best pattern and precedent and 
republican Germany, with its Article 48, the 
worst case history. The United States has shown 
the least tendency to deviate from normal con- 
stitutional practices in crisis periods. 

In writing a book with the challenging 
breadth of the one under review, there is a for- 
midable problem of which Rossiter is aware. A 
deep knowledge and understanding of the legal 
systems of each of the various states discussed 
are essential for the broad comparisons which 
must be made. The reviewer has some reserva- 
tions as to certain of these comparisons—reser- 
vations which are based upon the different char- 
acter and role of “enabling acts,” “decree sys- 
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tems,” etc., in the separate public law systems 
of the states examined. 

A basic question as to the scope of the book 
has also occurred. Constitutional dictatorship is 
defined at one point as “the whole gamut of 
emergency powers and procedures in periodical 
use in all constitutional countries” (p. 5), and 
again it is referred to as “a rag-bag phrase” into 
which “‘can be tossed all sorts of different insti- 
tutions and procedures of emergency govern- 
ment” (p. 8). One is never quite sure as to what 
should be included and what excluded in exam- 
ining the periods of war, of civil disturbances, 
and of economic crises—and, indeed, in examin- 
ing the intervening periods. If this study were 
intended to cover “crisis government in the 
modern democracies,” as the subtitle would sug- 
gest, then more material might have been in- 
cluded. This breadth of interpretation is sug- 
gested by the author’s observance that a study 
of constitutional dictatorship in the United 
States is “not so much an analysis of institu- 
tions like martial law and the delegating statute 
as it is a history of Abraham Lincoln, Woodrow 
Wilson and Franklin D. Roosevelt.” If it were 
to be confined to “constitutional dictatorship,” 
then the scope might have been restricted, as it 
was in the examination of the German Republic; 
for on the basis of historical precedent and of 
current usage constitutional dictatorship can 
and should be more narrowly defined than Ros- 
siter has done. 

This is a thoughtful, scholarly, and well- 
written book. It is a work which offers some 
well-supported conclusions to the student and a 
note of warning to the public officials of consti- 
tutional states. It suggests and furnishes 4 
model for other studies in the field of compara- 
tive government and public law on such topics 
as separation of powers and executive legisla- 
tion. The postwar period has seen all too few at- 
tempts at the type of comparative analysis 
found in this excellent book. 


TAYLOR COLE 
Duke University 


Les Paysans de Morette: Un sidcle de vie rurale 
dans une commune de Dauphiné. By JOSEPH 
Garavet. Paris: Librairie Armand Colin, 
1948. Pp. 122. 

This is the second monograph in a series to be 
published by the Foundation Nationale des 

Sciences Politiques, an organization established 
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under governmental auspices in 1945 to promote 
research in political, economic, and social fields. 
It is to be hoped that the forthcoming studies 
will sustain the high level of competence which 
this volume achieves. Not the least of the book’s 
merits is the explanation of why peasant adjust- 
ment to the “technological revolution of the 
last century” has been so sluggish and so in- 
complete. 

M. Garavel was born and reared in the vil- 
lage of Morette; after completing his graduate 
studies at the University of Grenoble, he re- 
turned to take over the management and culti- 
vation of his family’s holding. Thus he has 
brought to his investigation both sympathy and 
intimate knowledge of the “‘imponderables”’ of 
peasant life. A healthy appreciation of what one 
can and cannot do with statistics (particularly 
official statistics), together with a firm sense of 
objectivity and an almost exaggerated caution 
in drawing conclusions from his data, combined 
to furnish him with admirable scholarly equip- 
ment for the study he undertook. Ten more com- 
parable studies of representative villages in 
other regions would enable us to approach an 
adequate understanding of the forces underlying 
the development—or better, perhaps, the rela- 
tive lack of development—of French agriculture 
and rural life during the past century. 

M. Garavel’s principal conclusions are the 
following. There has been no significant fall in 
the village’s birth rate. A striking decline in 
population since 1850 has been due almost en- 
tirely to emigration to other parts of France 
(though not predominantly to the city). The 
lure of higher wages or more attractive working 
conditions elsewhere seems to have been the 
main positive influence making for depopula- 
tion; while the substitution of nut-growing, a 
money crop requiring little labor, for the tradi- 
tional staples, grain and wine, has operated in a 
negative way to hasten the exodus of surplus 
agricultural workers. The village is still ‘“over- 
populated,” however, in the sense that this kind 
of specialization might be carried much further 
if it were not for the ingrained reluctance of the 
peasants to abandon the comparatively secure, 
if meager, livelihood afforded by diversified, 
subsistence farming in favor of more remunera- 
tive, but less certain, returns for their market- 
able produce. 

Until the final pages of the book the treat- 
ment is remarkably dispassionate. At the end of 
his concluding chapter, however, the author 
ys aside quantitative tools and attempts quali- 


tative evaluation. Probably few would challenge 
his right to express such judgments, but many 
will not entirely agree with his recommendation. 
Essentially, this is the familiar argument that 
farming should be regarded not only as an occu- 
pation but as a way of life and that the peasant’s 
traditional values (personal independence, con- 
servatism, and the like) are worth preserving as 
social counterweights to the “disintegrating” 
influences of the urban and industrial environ- 
ment, even if this involves a heavy sacrifice of 
material well-being. 

Rapa H. BowEN 


Columbia University 


Monnaie et économie dirigée. By ALFRED ArFr- 
TALION. Paris: Recueil Sirey, 1948. Pp. 414. 
Fr. 600. 


Professor Aftalion of the University of Paris 
is better known on this side of the Atlantic for 
specific insights than for systematic exposition. 
He was an early expounder of an income theory 
of money and prices and one of the first econo- 
mists to suggest the “acceleration principle” as 
a fundamental factor in the analysis of business 
cycles. Now an elder statesman of French eco- 
nomics, he has devoted the last ten years and 
more to a full-dress and rounded presentation of 
the general theory of money. Monnaie, prix, et 
change was the fundamental treatise which re- 
sulted; it applied to a free-market economy and 
appeared in 1940. The present work is an elabo- 
rate appendix which attempts to apply the 
principles of the earlier theory to a regime of 
controlled prices and exchange rates. (L’ Econo- 
mie dirigée is not a planned economy for any 
substantial part of its physical output; “Mon- 
naie et économie planifiée” is yet to be written.) 

Perhaps it is “modern stuff, gone silly and 
sour” which makes the volume under review ap- 
pear elementary, old-fashioned, and pedestrian 
in its analytical sections, but so it does in fact 
appear to this reviewer. One is led in great detail 
through a marginal utility analysis of the “‘sub- 
jective” value of money and a purchasing-power 
analysis of its “objective” counterpart and then 
shown how économie dirigée breaks the connec- 
tions between the two without actually destroy- 
ing either. Relatively minor points are dwelt 
upon at length to distinguish the author’s posi- 
tion from that of the late Professor Friedrich 
von Wieser, to confute Knapp’s state theory of 
money even under a generalized O.P.A., to dis- 
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tinguish ration coupons from money, to com- 
pare public price control with private monop- 
sony, etc. 

Much of the discussion is concerned not with 
the completely controlled economy in which the 
free market is eliminated and controls enforced 
perfectly (économie dirigée intégrale) but rather 
with a partially controlled one in which both le- 
gitimateand clandestine free markets exist along- 
side the controlled market and compete with it for 
goods and productive services (économie dirigée 
hybride). While stressing the interconnections be- 
tween the value of money on free and on con- 
trolled markets, Professor Aftalion tells us actu- 
ally little more than that it exists and that it 
does not operate exclusively in either direction. 

Both to illustrate theory and to trace tem- 
poral sequences, historical, statistical, and theo- 
retical materials are interwoven throughout the 
book. Almost exclusive reliance is placed on 
French experience, although many French read- 
ers might presumably be interested in his com- 
ments on France’s neighbors, especially Belgium 
and Great Britain. Two chapters on postwar 
French economic history struck me as unusually 
interesting. One showed how successive wage in- 
creases which restored pre-war relationships be- 
tween wages and prices set off further waves of 
inflation, and the second how successive devalu- 
ations, designed to bring the franc into its 
“proper” purchasing-power parity relations 
with, e.g., the dollar, had the same effect. These 
untoward reactions Aftalion ascribes largely to 
psychological aberrations, perhaps allied with 
“elastic expectations.” Without detailed knowl- 
edge of contemporary France, I am inclined to 
weigh objective factors more highly. In particu- 
lar, the decline in French industrial and agricul- 
tural productivity—outcome of war damage, 
undernourishment, and delayed depreciation— 
may have had a great deal to do with the first 
anomaly. An allied phenomenon, increased 
French reliance on imports as compared with 
the pre-war situation, may have been an im- 
portant explanation of the second. 

Aftalion confines his policy judgments to the 
“hybrid” case, and there is no difficulty what- 
ever in determining where he stands. He op- 
poses the hybrid system and favors the return 
of the free market. Practically no consideration, 
however, is given the third alternative—com- 
prehensive planning on the British model, let 
alone the Russian. Readers expecting a French 
version of The Road to Serfdom or Ordeal by 
Planning will be disappointed. That was not 
what Aftalion set out to provide. He did, how- 
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ever, accomplish what he apparently intended 
to do in the policy field. He has explained theo-\ 
retically and illustrated practically the econom-' 
ic confusion which results when an incomplete’ 
and badly enforced set of controls, relics of a 
hated enemy occupation, are continued in ef- 
fect after the cessation of hostilities. 


M. BRONFENBRENNER 


University of Wisconsin 


A History of Local Government. By K. B. 
SMELLIE. New York: Macmillan Co., 1948. 
Pp. vii+192. $2.25. 


Mr. K. B. Smellie, of the London School of 
Economics, has produced an admirable brief 
history of English local government. Beginning 
with a short chapter on English local govern- 
ment before 1832, he devotes the rest of his 
book to tracing the great changes in control, 
organization, functions, areas, and finance 
which have taken place in response to the chal- 
lenge of the Industrial Revolution and the de- 
mands of a developing political democracy. 

The Industrial Revolution, by bringing large 
masses of people together, intensified the prob- 
lems of poverty, public health, crime, education, 
and transportation. The inadequacy of the tra- 
ditional methods of dealing with these problems 
had become apparent before 1832, even to some 
members of the ruling gentry, who were often 
reluctant to serve as local government officials. 
Nevertheless, progress was slow during most of 
the nineteenth century because of the ascendan- 
cy of the laissez faire theory and the fact that 
political power remained in upper-class hands. 
In certain fields such as public health there was 
also a lack of adequate scientific knowledge. 
However, some important changes were made. 
These followed the extension of the suffrage to 
the middle class in 1832, to the urban working 
class in 1867, and to agricultural labor in 1884. 
More recent changes, the author suggests, are 
partly due to the suffrage extensions of 1918 
and 1928, which chiefly benefited women. Con- 
trol of local government shifted from “persons 
of station,” the justices of the peace, to elected 
individuals and experts. This had been urged by 
the Benthamites, who more than any other 
group provided the ideas for the remaking of 
English local government in the nineteenth 
century. ’ 

The Poor Law Commission, under the guid- 
ance of Bentham’s disciple, Chadwick, initiated 
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a system of partnership between Whitehall and 
the local authorities which has persisted to this 
day. It was responsible for the introduction of 
the idea that administrative areas should be ap- 
propriate to particular functions and that agen- 
cies should be established ad hoc to deal with 
particular functions. The tendency to concen- 
trate on particular problems as they arise with- 
out too much concern for the repercussions of 
such piecemeal activity has produced some 
serious problems in co-ordinating the work of 
various local government authorities. The Lon- 
don area illustrates this particular difficulty, al- 
though it is hard to see how it could have been 
avoided. Unfortunately, the areas suitable for 
the efficient performance of such functions as 
drainage, transportation, and education do not 
coincide. 

Among other emerging issues in local govern- 
ment is the demand for regional planning which 
has been stimulated by wartime experience with 
the Civil Defense regions. It is also being real- 
ized that the idea of a national minimum for 
each person, promoted so persistently by the 
Webbs and more recently by Beveridge, re- 
quires a national minimum for every area. A 
somewhat similar line of thinking has played a 
part in this country in connection with planning 
efforts in the South. 

The regional solution may be the way to slow 
down the growing centralization of authority in 
Whitehall. However, no real solution is in sight 
until some method can be found to provide the 
local authorities with adequate and independent 
sources of revenue, so that they may show initi- 
ative and discretion. 

The English local authorities still perform 
many of the most important functions of gov- 
ermment. Their vitality was demonstrated by 
their wartime activity, and Smellie reminds us 
that their maintenance is a matter of great so- 
cial importance. Not only are they able to ad- 
minister many activities more efficiently than 
the central government, but their continuance 
is necessary to the maintenance of a system of 
shared power, which is the essence of the Anglo- 
American kind of democracy. 


MavreE L. GoLpscHMIDT 
Reed College 


The European Recovery Program. By SEYMOUR 
Haris. Cambridge, Mass.: Harvard Uni- 
versity Press, 1948. Pp. xvii+309. $4.50. 
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Foreign Economic Policy for the United States. 
Edited by Seymour Harris. Cambridge, 
Mass.: Harvard University Press, 1948. Pp. 
xiii+490. $6.00. 


In The European Recovery Program Professor 
Harris has brought within the confines of one 
small volume a comprehensive discussion of the 
forces that gave birth to the E.R.P., the prob- 
lems it has raised, and the major obstacles to 
the realization of its objectives. He finds that 
self-interest, not charity, inspired it. He be- 
lieves that under proper administration and fa- 
vorable political conditions the program may 
act as a catalyst in raising Europe’s incomes by 
several times the American investment but that 
the sacrifices and responsibilities demanded of 
this country are greater than have so far been 
revealed. Overzealous pruning of European do- 
mestic investment programs may make a good 
showing in the immediate future but will retard 
ultimate recovery. Because of the potential in- 
flationary effects of E.R.P. upon our domestic 
economy and of the dangers to the program it- 
self that lurk in American inflation, a strong 
anti-inflationary policy for this country is advo- 
cated. Rising commodity prices in the United 
States have, in the opinion of the author, been 
a major factor in aggravating Europe’s dollar 
shortage. 

The attainment of the production goals of 
the recipient nations and the elimination of 
their balance-of-payments deficits depend large- 
ly upon the policies pursued by these nations, in 
particular upon the courage with which they 
tackle their inflation and fiscal problems. Infla- 
tion must be controlled, trade barriers relaxed, 
and the procedure for liquidating international 
balances improved. The author admits that cur- 
rent “dollar scarcity” results from the insistence 
of recipient countries upon higher planes of liv- 
ing and more ambitious investment programs 
than their domestic production can now sustain. 
He doubts, however, that even the attainment 
of the desired rise in European output over the 
next four years will completely eliminate Eu- 
rope’s balance-of-payments deficit, especially 
that with the United States. 

Many economists will disagree with the con- 
clusion that the overvaluation of currencies is 
not an important cause of the current “dollar 
scarcity,” that devaluation offers little promise 
of reducing balance-of-payments deficits. Many 
will also question that monetary policy is a 
weapon of such limited possibilities as Harris 
implies (p. 195), especially in slowing down an 
inflationary boom. Some will find his broad ap- 
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plication of the term “dollar scarcity” con- 
fusing. 

This reviewer shares the author’s sketicism 
of the efficacy of “counterpart” funds for con- 
tracting domestic currency issues and agrees 
that stabilization loans are likely to be dissipat- 
ed if offered before internal conditions are sta- 
bilized and international equilibrium is re- 
stored. 

Foreign Economic Policy for the United States 
is a symposium, with contributions by twenty- 
five economic and financial experts. Part I con- 
tains an introductory chapter outlining the ma- 
jor current issues of international economic 
policy and a chapter describing the economic 
organization of the United States for interna- 
tional economic policy. Part II deals with eco- 
nomic conditions in, and balance-of-payments 
problems of, six countries (Great Britain, Ger- 
many, Japan, Canada, U.S.S.R., and China) 
and Latin America. Part III is made up of chap- 
ters on the Fund, the Bank, the I.T.O., and the 
General Agreement on Tariffs and Trade. The 
European Recovery Program is the subject of 
Part IV. 

Professional economists will be especially 
interested in Part V, which deals with problems 
of international equilibrium. The conflict of 
views on this vital issue is well brought out in the 
chapters by Dr. Balogh and Professor Haberler. 
The former contends that western Europe’s 
crisis is not a mere temporary departure from an 
equilibrium position but is rather a “fundamen- 
tal structural crisis,”” which can be cured only 
by careful domestic planning, selective dis- 
criminatory foreign-trade policies, and the for- 
mation of a western European economic bloc. 
Haberler, on the other hand, maintains that the 
present “dollar shortage”’ is largely the conse- 
quence of the unwillingness or inability of many 
countries to live within their means. He believes 
that the international accounts of any country 
can be brought into balance by the control of 
inflation and the adjustment of foreign-ex- 
change rates and that there is no possible danger 
that the United States can undersell the world 
in everything in the future. 

These two volumes are timely contributions 
to an understanding of our major international 
economic issues. Teachers of courses in interna- 
tional economics will find them useful for sup- 
plementary reading. 

LAWRENCE W. TOWLE 


Trinity College 
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The United States and Foreign Investment Prob- 
lems. By CLEONA Lewis. Washington, D.C.: 
Brookings Institution, 1948. Pp. xviii+359. 
$4.00. 


The year 1930 marked the close of a century 
of sustained foreign-investment operations 
which played a notable part in the economic de- 
velopment of the world and in the spread of 
Western culture and power. Since the beginning 
of the Great Depression private long-term in- 
vestment in foreign countries has been unim- 
portant. Dr. Lewis’ book is concerned with the 
prospects for a revival of international capital 
movements, with the obstacles that hinder it 
and with the institutions that may further it. 
Unfortunately, the book does not contain an 
adequate discussion of this problem. 

The first part of Lewis’ book is a statistical 
introduction based on a remarkable set of bal- 
ance sheets showing the volume of foreign long- 
term assets and liabilities of seventy-eight coun- 
tries and territories in 1938, their geographical 
distribution, and their type (government debt, 
private portfolio, private direct, etc.). The ade- 
quacy and reliability of the information natural- 
ly differ from country to country, but the bal- 
ance sheets represent an extremely comprehen- 
sive and useful body of data. With the help of 
these tables Lewis is able to state that the ap- 
proximate value of the assets held abroad in 
1938 was $55 billion. She is also able to identify 
the chief creditor countries in that year and the 
regions in which their assets were located; and 
she can identify the chief debtors and the prin- 
cipal countries to whom they were indebted. On 
this foundation Lewis traces the great changes 
wrought by the war in the net creditor or debtor 
position of the major nations. All this is excel- 
lent material, carefully treated. It suffers from 
the limitations of the sources of such data, no 
doubt; but every student of international rela- 
tions will be grateful for this painstaking and 
critical compilation. 

The remainder of the book is less useful. Part 
II is concerned with opportunities for, and ob- 
stacles to, private foreign investment. In gener- 
al, the treatment is brief to the verge of super- 
ficiality. It includes a survey of the kinds of in- 
dustries that have attracted foreign capital in 
the past and records the author’s judgment that 
these and other types may well attract it in the 
future. It casts a hasty glance at a number of 
national plans for industrialization and indi- 
cates the foreign financing that some have ob- 
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tained. It notes some of the pressures applied and 
inducements offered by governments to obtain 
foreign capital—tax exemptions, patent privi- 
leges, the “guaranteed” right to transfer earn- 
ings and amortization funds. But, except for 
petroleum, it curiously neglects the ubiquitous 
influence of tariff laws in encouraging the estab- 
lishment of foreign branches. 

An important chapter is devoted to govern- 
ment policies that hinder foreign investment. 
Some of the obstacles mentioned do in fact rep- 
resent policies in the sense that they are lines of 
action deliberately adopted and clearly subject 
to remedy. Wilful default and inequitable taxa- 
tion are good examples. But some of the ob- 
stacles to profitable investment in Dr. Lewis’ 
list, like unstable currencies, are hardly policies. 
They are conditions. Some, like currency con- 
trols, are not easily avoided in these days. Still 
others in Dr. Lewis’ list are policies and are, in 
asense, avoidable, like laws requiring the partic- 
ipation of domestic capita] and the training of 
domestic labor or excluding foreign capital from 
specified industries. But it is questionable 
whether the history of relations between techni- 
cally advanced creditors and technically back- 
ward debtors would tempt potential borrowers 
that are weak politically and undeveloped in- 
dustrially to alter their ways. The underlying 
obstacles to a large-scale revival of private for- 
eign investment are economic instability and 
economic and political nationalism. It is under- 
standable that they cannot be treated adequate- 
ly in a book with the scope of Dr. Lewis’. But 
it must be recorded that a reader would hardly 
guess from this account how deep-rooted, com- 
plex, and obstinate the problems are. 

The third part of the book discusses the con- 
nection between the United States government 
and foreign investments. It includes a conven- 
ient summary of government loans and grants 
from 1941 through 1947 and a brief account of 
the chief government agencies concerned with 
foreign lending. It also contains a short formal 
statement of the early development of the Mar- 
shall Plan from its inception to the passage of 
the Economic Cooperation Act. A chapter is de- 
voted to an outline of the United States govern- 
ment’s activities in supporting private investors 
seeking concessions in foreign areas and in pro- 
tecting their interests after the investments 
have been made. Brief sections deal with the In- 
ternational Bank, with a proposed international 
code and court for foreign investments, and 





with the foreign investment articles in the 
I.T.O. Charter and the Bogot4 Agreement. 

The chapter on the United States govern- 
ment’s activities in support of private invest- 
ment is rather more meaty than the rest of the 
book, but a fair illustration of the level of Lewis’ 
treatment is perhaps afforded by her section on 
the Marshall Plan. This records the key para- 
graph of Secretary Marshall’s Harvard speech 
(two paragraphs), tells of the rapid emergence 
of a proposed plan from the Committee for 
European Economic Cooperation (two para- 
graphs) and of the reports of the three American 
committees (two paragraphs), and outlines the 
legislative history and major provisions of the 
Economic Cooperation Act (nine paragraphs). 
Estimates of the impact of Marshall aid on 
South America and Canada are added (two 
paragraphs). 

On the substantive background of our gov- 
ernment’s program of foreign relief and financ- 
ing, however, Lewis’ book is silent. It tells us 
nothing about the economic plight of western 
Europe or about the destruction of pre-war 
trade patterns that complicates it. Nor does it 
do more than hint at the quarrel between Russia 
and the West or the unsettled political condi- 
tions in France and Italy which were the strate- 
gic motivation of our policy. The reader will get 
little help in appreciating the problems that 
Marshall Plan and pre—Marshall Plan aid were 
designed to meet or in understanding the factors 
on which their success depends. 


Moses ABRAMOVITZ 
Stanford University 


The Economics of John Maynard Keynes. By 
DupDLey DILiarp. New York: Prentice-Hall, 
Inc., 1948. Pp. xv+364. $5.00. 


Professor Dillard’s simplified restatement is 
well suited for an undergraduate course in ag- 
gregate economics with a strongly Keynesian 
slant and might even be recommended to an in- 
telligent nonacademic reader who is curious 
concerning Keynes’s economics and is willing to 
spend both time and mental effort in the at- 
tempt to satisfy his curiosity. The principal 
weakness for these uses is that the distinction 
between planned and realized savings is not 
made explicit, so that very few nonprofessional 
readers will be able to tell when the author is 
speaking of equality through definition and 











when of equality through an equilibration proc- 
ess. This definitional source of probable trouble 
extends beyond the chapter on savings and in- 
vestment into the discussion of the consumption 
function and certain later passages. 

Assets outweighing this liability, however, 
are the simplification of The General Theory’s 
language and style, modification of the analysis 
in accordance with Keynes’s later writings, and 
relation of the formal analysis to the policies ad- 
vocated by the leading figure of “‘the New Eco- 
nomics.” Stress throughout is rather upon what 
might be called the practical import than upon 
the analytical finesse of Keynes’s theories. 
There is little of interest in the text for econo- 
mists familiar with the background and con- 
tents of The General Theory and the post-1936 
papers and pamphlets, but the bibliographies of 
Keynesian and related writings may be a con- 
venient source of reference for even such spe- 
cialists. For economists whose chief interests are 
in other fields, chapter xii, “The Development 
of Keynes’ Thought and the Social Philosophy 
toward Which It Leads,” may contain much 
that is new. 

In the Preface Dillard states that his book is 
an exposition rather than a critique and that the 
subject matter is “the economics of Keynes 
rather than Keynesian economics.” Neither of 
these modest disclaimers is 100 per cent correct, 
since the author properly does not allow self- 
imposed general restrictions to interfere with 
clarification of particular points. In general, 
however, the scope of the analysis is restricted 
in the two ways mentioned. Teachers who wish 
their classes to be familiar with the contribu- 
tions of Keynes’s disciples and with the limita- 
tions of Keynesian economics must depend upon 
other readings and lectures for such familiarity. 


Henry M. OLIVER, JR. 


Northwestern University 


State Intervention in Great Britain: A Study of 
Economic Control and Social Response, 1914- 
1919. By Samuet J. Hurwitz. New York: 
Columbia University Press, 1949. Pp. 
x+321. $4.00. 

In a scholarly yet sprightly book, Mr. Hur- 
witz surveys the development of state controls 
in Great Britain as a result of the pressures of 
World War I. With particular emphasis on the 
problems of wages, manpower, coal, shipping, 
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and agriculture, the author traces the develop- 
ment of controls and the parallel shifts in the 
British philosophy of the relationship of govern- 
ment to business. The book clearly pictures the 
disparity between the rate of adjustment of 
politicoeconomic philosophy during the war 
years and the rate of improvisation of controls 
in the face of war-imposed problems of produc- 
tion, transportation, materials, and the rest. In- 
deed, one might say that until the Labour gov- 
ernment took office in Britain in 1945, the offi- 
cial philosophy never caught up with the facts 
of 1914-109. 

Nevertheless, the attitude of the British goy- 
ernment toward economic controls in World 
War II was vastly more realistic than it was in 
World War I. Perhaps the best indication of the 
change is found in the fact that the same Win- 
ston Churchill who, as a member of the govern- 
ment in World War I, coined the phrase “busi- 
ness as usual” in World War II coined the 
phrase “‘blood, toil, tears, and sweat.” 

The development of control technique in the 
first World War in Britain was in virtually every 
case the result of necessity; the problems of war 
economy were not foreseen. Thus it was the fail- 
ure of the harvest of 1916 that pushed the gov- 
ernment into a drive to encourage home-grown 
food production. 

The principle that partial control was bound 
to fail had to be learned several times by the dif- 
ferent sets of controllers. In cotton, as in ship- 
ping and in food, the government got its toes, 
and next its ankles, wet in the briny deep of con- 
trol. Only as a result of catastrophe on the 
battle front or the production front did it take 
the full plunge. As Hurwitz puts it: “Myths die 
hard; while enormously weakened during the 
war, the liberal, non-interventionist creed, as an 
article of faith rather than as a course of con- 
duct, was hardly disturbed even as the govern- 
ment proceeded to violate all of its canons.” 

It should be pointed out, however, as Hur- 
witz does point out, that a philosophy of 
planned production in World War I would not 
have worked well in the earlier months because 
the general staff so grossly underestimated the 
quantity of materiel required. Even Lord 
Kitchener—who forecast a four-year war in 
1914 when most members of the government 
were convinced that the boys would be out of 
the trenches by Christmas—as late as July, 
1915, asked for two machine guns per battalion 
as a minimum and four as a maximum. Actual- 
ly, by November, 1918, British battalions at the 
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front were each armed with eighty machine 
ns. 

” Hurwitz’ first chapter, “A Decade of Liber- 
alism,” is a brilliant piece of work. Here he ana- 
lyzes the soil of economic philosophy and politi- 
cal compromise out of which the adaptations to 
wartime pressures grew. It is impossible to un- 
derstand the British control devices of the war 
years without an understanding of the decade 
preceding the war. The author has captured the 
flavor of this decade in a series of remarkable 
extracts from memoirs, current debates, and the 
like. Typical is a quotation from Lloyd George. 
Commenting on Liberal party politics of the 
Edwardian era, he said: “The only Non-Con- 
formist bill the Lords allowed to pass the first 
time was the Burials Bill. The Peers did not 
mind how the Dissenters were buried so long as 
they were out of the way.” 

BuFrorD BRANDIS 
Emory University 


The New Industrial Relations. By Louis M. 
Hacker, BENJAMIN M. SELEKMAN, RALPH 
T. Sewarp, Wr1Lu1AM J. Dickson, and T. V. 
SmirH. Ithaca, N.Y.: Cornell University 
Press, 1948. Pp. vii+150. $2.00. 


This book is composed of lectures presented 
on the Cornell campus in the early months of 
1948. Professor Hacker discusses “Collective 
Bargaining and American Institutions.” He 
paints a good picture of the American back- 
ground. His discussion of some of the modern 
problems is, however, very sketchy. Statements 
that “resistance to introduction of new techno- 
logical devices is also increasingly common” and 
that “the wage agreement itself, particularly 
when made on an industry wide basis, is monop- 
olistic” are made without even the slightest 
basis of proof and indicate the author’s lack of 
familiarity with the facts and literature of in- 
dustrial relations. 

Professor Selekman’s lecture on “Some Im- 
plications and Problems of Collective Bargain- 
ing” is in sharp contrast to that of his predeces- 
sor. Selekman gets at the roots of social unrest. 
Few writers in industrial relations can say so 
much, so well, or in so few words as does 
Selekman. 

Ralph T. Seward brings his wide experience 
as an arbitrator to discuss “Basic Elements in 
Labor Relations Practice,” the third lecture in 
the series. Seward’s contribution, like Selek- 


man’s, is excellent. They discuss basically the 
same problems—in different language, but their 
approaches and results are similar. In Seward’s 
lecture, one sees collective bargaining in action 
in the shop. 

William J. Dickson tells of the personnel 
work of the Hawthorne plant of Western Elec- 
tric in “An Approach to the Human Factor in 
Work Relations,” the fourth lecture. Dickson 
and his associates are pioneering in employee 
counseling, largely an unexplored field, and ap- 
parently are making a real contribution to hu- 
man relations. One wonders how their program 
will operate if a strong union becomes in- 
trenched in Western Electric—or even if em- 
ployee counseling is considered an antidote for 
unionization. For, to assume, as does Dickson, 
that unions will regard employee counselors as 
“neutral” rather than as managerial representa- 
tives is possibly a bit optimistic. 

The final lecture, by the philosopher, Profes- 
sor T. V. Smith, on “Industrial Relations and 
Modern Society” deals none too clearly with 
some broad principles of industrial problems 
and comments on our superiority over the 
Marxists. 

One final comment might be made as to the 
title. Beyond advertising value, the reviewer is 
skeptical of any reason for labeling these prob- 
lems of industrial relations “new.” The prob- 
lems have always been with us. And those fa- 
miliar with the writings of Hoxie and Commons 
will no doubt agree that the analyses and pro- 
posed solutions of problems advanced in these 
lectures have been made before. 


HERBERT R. NorRTHRUP 


New York School of Social Work 
Columbia University 


Job Horisons. By Lioyvp G. ReEyNoxps and 
Josepx SuisTER. New York: Harper & Bros., 
1949. Pp. x-+102. $2.25. 


Empirical students of labor markets often 
reach similar conclusions and often criticize the 
conclusions of theorists. This study is important 
not because of its novel conclusions but because 
of its method of reaching them. 

Professors Reynolds and Shister have studied 
job satisfaction and labor mobility through in- 
terviews in workers’ homes in a New England 
manufacturing city of 350,000. Two samples 
were interviewed: the first a cross-section 
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sample of 450 manual workers, comprising 
about 1 per cent of the manual-worker popula- 
tion; the second a sample of 350 male workers in 
manufacturing who had changed jobs in the 
previous year, representing about 10 per cent of 
the total. 

The most significant conclusions are (a) that 
there are several main causes of job satisfaction, 
of which wages are not usually the most impor- 
tant; (b) that channels of job information are 
poor and workers more often utilize informal 
than formal channels; (c) that, despite full em- 
ployment, most workers are reluctant to leave 
their jobs unless forced to and that the location 
of job opportunities rather than wage rates gen- 
erally governs movement into new jobs. 

The physical characteristics of the job, the 
nature of supervision, the fairness of treatment, 
and the interesting or uninteresting nature of 
the work are found to be major elements in job 
satisfaction. Discussions of motives for joining 
unions and causes of grievances have often em- 
phasized such factors but are usually based on 
the general impressions of the authors. This 
study is more systematic, and it gives some 
quantitative notion of the relative importance 
of the factors. The authors point out that their 
conclusions have not been proved; they need 
confirmation through studies of other localities 
and exploration of the extent of intentional or 
unintentional misrepresentation of motives in 
such interviews. But interview methods are 
much more satisfactory here than in testing the 
theory of the firm, since entrepreneurs’ decisions 
are continuous and complex whereas workers 
make fewer, simpler decisions. 

The method is least satisfactory in chapter 
iv, “The Choice of the First Job,” since these 
workers got their first jobs at widely differing 
times and places. Thus the results are not rele- 
vant to any phase of the business cycle or to 
present labor-market institutions. Despite a 
stated lack of correlation between the results 
and age or education, more confidence could be 
placed in results based on a sample of workers 
who had obtained their first jobs in some short, 
recent period. 

Occasionally, economic theory is made a 
straw-man target. For example: “Economists 
have tended to assume that even when a worker 
has a job he will keep his eyes continuously open 
for something better, and will be willing to 
switch to a superior job at the drop of a hat” 
(p. 45). Although some economists may make 
this assumption, it is unnecessary for a competi- 


tive theory of labor markets, which requires 
only that sme workers, possibly a small propor- 
tion of the total, be willing to move to a superior 
job. On page 88 the authors show an under- 
standing of this, but too often they imply that 
any substantial immobility or noneconomic mo- 
tivation invalidates “economic theory.” It 
would be preferable, if more difficult, to discuss 
the extent to which actual mobility and eco- 
nomic motivation suffice to, or fail to, produce 
the results predicted by theory. 

However, this book is only a preliminary re- 
port on a larger study; and the authors are re- 
serving their main discussion of the theoretical 
implications for their final report. Some of the 
possibilities are intriguing. As Professor John T. 
Dunlop has pointed out, if workers actually 
move largely in response to job openings rather 
than in response to wage diffierentials, then 
standard union wages, by leading efficient firms 
to expand at the expense of inefficient firms, may 
contribute to, rather than interfere with, the 
maximum productivity allocation of resources. 
Also, if workers show a marked preference for 
working in small plants, as this study concludes, 
then lower wages in small plants may be offset 
by noneconomic advantages and are not neces- 
sarily evidence of exploitation or inefficiency. 
This is important for studies of industry-wide 
bargaining. 

The policy implications are also significant. 
A clear need is shown for improvement of job- 
placement agencies, particularly in aiding relo- 
cation of the employed as well as in merely plac- 
ing the unemployed. Similar investigation of 
mobility between rather than within local labor 
markets might lead to further policy implica- 
tions. 

Whatever the shortcomings of Job Horizons, 
they are clearly outweighed by the stimulus it 
gives to further research and to reappraisal of 
economic theory and public policy concerning 
labor markets. 

ALBERT REES 
University of. Chicago 


SD 


The Medici Bank: Its Organization, Manage- 
ntent, Operations, and Decline. By RAYMOND 
DE Roover. New York: New York Univer- 
‘sity Press, 1948. Pp. xv+08. $4.00. 

The Medici Bank appears in the “Business 

History Series” sponsored by the Graduate 

School of Business Administration of New York 
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University and edited by T. C. Cochran. All but 
the appendixes of the present volume were origi- 
nally published in the Journal of Economic His- 
tory. The author has grafted onto the work of 
Sieveking, Meltzing, and Gutkind the results of 
his own work with the Medici business records 
in the Selfridge collection and in Italian ar- 
chives. Some new viewpoints are developed and 
errors of earlier historians corrected; but it hard- 
ly seems necessary to resort to the editor’s hand- 
spring in semantics and describe the work as “a 
feat of historical archaeology.” 

The Medici bank in Florence and _ its 
branches abroad were organized under partner- 
ship agreements, authorizing dealing “in ex- 
change and merchandise.” No innovators, the 
Medici followed the general custom of combin- 
ing banking with trade. Indeed, they thought of 
banking as “less important than the trade in 
commodities.” Even their well-known opera- 
tions as fiscal agents of the Holy See furnished 
opportunities for employing papal wealth and 
authority to develop profitable undertakings in 
commerce and mining. Of the latter, the best 
example is the Societas Aluminum, formed in 
1466 to exploit the Tolfa alum mines. Since the 
Camera Apostolica secured both royalties and a 
share of the profits from the sale of alum, it was 
easy to persuade the pope to forbid the importa- 
tion of Turkish alum. Subsequently, the king of 
Naples, the only other important mine-owner, 
agreed to restrict the output of his Ischia mines; 
thus there emerged, in 1470, “a full-fledged car- 
tel agreement, although some economists will 
maintain, against all evidence, that cartels are a 
modern phenomenon and did not exist prior to 
1873” (p. 48). Of course, business in all ages has 
devised innumerable ways of suppressing com- 
petition; and if perchance the devices employed 
in the fifteenth century justify the use of a mod- 
er term, the alleged myopia of “some econo- 
mists” still seems like gratuitous quarreling. 
Nor does it strengthen De Roover’s case to as- 
sert that the economists who cannot recognize 
a medieval cartel are “the same people who be- 
lieve that business cycles are a product of the 
Industrial Revolution,” submitting as evidence 
the merchant manuals of the Middle Ages which 
“tefer repeatedly and emphatically to seasonal 
variations in the money market” (p. 49). 

Convinced that “the mechanism of the Medi- 
eval money market has been generally misun- 
derstood,” De Roover finds one of the sources of 
confusion in the failure to realize that bills of 
exchange were not discounted as they are today. 





“Tt is clear from the business records of the 
Medici and other merchant bankers that bills 
... were bought and sold at prices . . . deter- 
mined by the rate of exchange.”’ There follow 
numerous illustrations of exchange transac- 
tions, all of which serve to demonstrate that the 
banker could gain, lose, or break even, depend- 
ing upon the fluctuations in rates between the 
making of the bill and its maturity. Were deal- 
ings in exchange, then, purely speculative? Ap- 
parently not; but for the “careful analysis” 
which reveals how “ ‘pure’ interest was hidden 
in the exchange rates,” the reader is referred to 
a previously published article. 

In eight of the nine appendixes (pp. 67-91) 
archival data are used to explain the intricacies 
of fifteenth-century exchange accounting, over- 
seas trade, and the distribution of profits on 
partnership shares. Seven excellent full-page il- 
lustrations enhance the interest and value of the 
book. 

Rosert S. SMITH 
Duke University 


The Pabst Brewing Company: The History of an 
American Business. By Tuomas C. Cocu- 
RAN. New York: New York University 
Press, 1948. Pp. xii+451. $5.00. 


This volume is the first in a series of business 
histories projected by New York University’s 
Graduate School of Business Administration. 
With the advantages of a thorough knowledge 
of the broader historical background and unre- 
stricted use of company records to 1933, Profes- 
sor Cochran has produced a detailed study of 
the policies and operations of a major business 
concern over the past century. He covers the 
principal stages in its development, the advances 
made in the art of brewing and distributing a 
quality product, the problems of marketing in a 
national and world-wide market, the competi- 
tive situation facing Pabst and the other big 
western shipping brewers, and the relations of 
the firm with other breweries as well as with la- 
bor, the government, and the community. With 
immigrant capital the company began its long 
and successful career as a brewery in 1844 and 
had attained a position of leadership by the 
1860's. The heart of the study covers the period 
1873-1919, from the firm’s incorporation in Mil- 
waukee as the Phillip Best Brewing Company 
(the name was changed to Pabst in 1889) to the 
triumph of prohibition, which is described as in 
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part an “antiurban, antiforeign and anti-Catho- 
lic movement” neglectful of the rights of private 
enterprise and property and the resultant of 
“conflicts deeply imbedded in the American cul- 
ture.” 

The author stresses the importance of strong 
personalities in the firm’s history and of able 
executive leadership in an industry in which lo- 
cational factors and economies of large-scale 
production gave no impressive advantages, al- 
though family succession occasionally posed dif- 
ficult problems of management until as late as 
1933. The process of adjustment to the painful 
prohibition period and the policies pursued in 
the exciting years of renewed expansion and 
drive for the national market are treated brief- 
ly, with the conclusion that “the most striking 
years of success might lie in the period to come.” 

Cochran has produced a straightforward his- 
tory of an American business, a highly compe- 
tent and painstaking piece of research complete 
with appendixes, a chronological table, and a 
very detailed bibliography. If this was his objec- 
tive, he has succeeded admirably. No reference 
is made to an objective cited by him in Tasks of 
Economic History (December, 1945), namely, 
“to prove to economists the value of studies of 
individual companies,”’ and economists are left 
to decide for themselves about this problem of 
“value.” Avoidance of special pleading may be 
sound policy, but many would have appreciated 
a word in this volume on the author’s conclu- 
sions as to the contributions of such research to 
the study of economic (or entrepreneurial) his- 
tory or to a better understanding of the relation 
between economic theory and administrative 
practice. It is to be hoped that his reflections 
will appear in accessible form in the near future. 


W. T. EASTERBROOK 
University of Toronto 


Politics and Poverty. By Lewts C. Orp, with a 
foreword by Sir P. MALcotm STEWART. New 
York: Funk & Wagnalls Co., 1948. Pp. 188. 
$3.00. 


This little book is a sequal to the author’s 
Secrets of Industry. In both books the eminent 
industrial consultant and production expert ex- 
plores and explains the difference in productivi- 
ty (per man-hour) between American and Cana- 
dian industries, on the one hand, and European, 
especially British, industries, on the other. Wide 
experience during a long period on both sides of 
the Atlantic gives his observations particular 


weight. The book is addressed primarily to 
what the author calls ordinary people, including 
workers. 

The writer is at his best when he analyzes in 
terms of plant organization and management 
the reasons for the early English lead in produc- 
tivity (until about 1880) and for the later heavy 
lag in productivity in England and other Euro- 
pean countries. But, in my opinion, he is far 
from wrong in the additional theme of the pres- 
ent book, namely, that the reason for recent 
American superiority is not merely greater 
abundance of capital and natural resources or 
the possession of a vast national market de- 
manding highly standardized products (a factor 
which the writer may underestimate) but a dif- 
ference in the societal climate in which industry 
operates. 

Nepotism and stale and unimaginative pro- 
cedure in English industrial management have 
been criticized before by many others. The re- 
marks about the retarding consequences of an 
uncritical faith in central bureaucratic planning 
either by government or within industry itself 
seem particularly well taken. Too much paper 
work and absorption of manpower in bureau- 
cratic control result in large unproductive fixed 
charges. Central agencies lack the capacity for 
prompt, efficient, and imaginative management 
at the periphery, in the individual shops and 
departments. The stress on this point by an 
eminent technician gives strong support to Pro- 
fessor Hayek’s identical view. 

Apart from less essential problematic de- 
tails, the author is least convincing in his con- 
tention that government policy is responsible 
for the difference between European and Amer- 
ican industrial efficiency. Ord overestimates the 
effectiveness of the Sherman Act and the subse- 
quent legislation in America, and they did not 
exist in Canada. On the other hand, England 
has only recently turned away from free trade. 
This is not to deny that the more complacent 
and recently very positive attitude of European 
governments toward industrial and labor mo- 
nopolies may have something to do with the dif- 
ference. The superior efficiency of American in- 
dustries requires explanation on a broader socio- 
logical plane and not merely in terms of govern- 
ment policy. In fact, the author contributes 
very valuable material to such an explanation. 
He does not consistently maintain that all de- 
pends on government policy (cf. p. 44). 


HERBERT VON BECKERATH 
Duke University 
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The Economic Problem of the Danubian States. 
By FREDERICK HERTZ. New York: Trans- 
atlantic Arts, Inc., 1948. Pp. 223. $4.50. 


This book, which bears the subtitle “A Study 
in Economic Nationalism,” attempts to de- 
scribe the disastrous results of nationalism by 
means of an analysis of the economic history of 
the Danubian countries. Professor Hertz made 
the study of nationalism and its effects his 
lifework; and, since he is a native Austrian, he 
is thoroughly familiar with the intellectual 
problems as well as the local conditions of the 
countries which form the object of this book. If 
the study shows any bias, it is Hertz’s uncom- 
promising disapproval of nationalism and all its 
aspects; thus he not only describes the tottering 
empire of the Hapsburgs in rosier terms than it 
deserves but also makes the dismemberment of 
the empire and the establishment of independ- 
ent states in its place responsible for almost all 
the calamities which befell the Danubian area 
in the last thirty years. 

Elaborate figures and statistics support the 
contention that the disruption of a vast trading 
area, embracing almost sixty million people en- 
gaged in complementary productive activities, 
had economic ill effects, especially since the new 
nations attempted to seal themselves off tightly 
against foreign imports and in consequence en- 
couraged branches of production in which they 
had no comparative advantage. According to 
Hertz, the result was that agriculture in Hun- 
gary, Rumania, Yugoslavia, and Poland de- 
dined in the 1920’s and 1930’s as compared with 
the decade before 1914, while a comparison of 
industrial activity in Austria and Czechoslo- 
vakia shows a similar decline for the two peri- 
ods. Moreover, Hertz finds that the real income 
of the area as a whole fell. Several of his conclu- 
sions, notably the trend in real income, are in 
contradiction with the findings of Colin Clark, 
whom Hertz acknowledges as “‘one of the most 
prominent statisticians of our time.”’ Since both 
writers use almost the same raw data for their 
computations of prewar and postwar national 
income, the divergence of conclusions seems to 
be based on slightly different definitions of na- 
tional income and on differences in the weights 
and deflators employed. Although some of 
Hertz’s computations of income figures are 
more complete and detailed than Clark’s, his 
statistical methods are inferior. Hertz nowhere 
explicitly refutes Clark’s results. Yet, a com- 
parison of the national income of Yugoslavia, for 
example, clearly demonstrates the superiority of 
Clark’s analysis.' Hence it is not unreasonable 
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to be skeptical of several of Hertz’s other sta- 
tistical results. 

One other aspect of Hertz’s book deserves 
criticism. In his view, protection and subsidi- 
zation of relatively inefficient industries in the 
various Central European countries were 
caused almost exclusively by nationalist senti- 
ment. Thus the protection of submarginal agri- 
culture in Austria and of inefficient industries in 
Hungary (leading to a decline in Hungarian 
agriculture) are explained as complementary 
aspects of nationalism run wild. This explana- 
tion is, however, only partly true. Hungarian 
agriculture probably declined chiefly because of 
a system of land tenure which discouraged 
higher outputs, and the protection of Austrian 
mountain peasants was certainly dictated not 
by a desire to make Austria more self-sufficient 
in food but rather by the action of a conserva- 
tive Catholic government against the growth of 
Social Democratic votes in the cities, which it 
tried to make ineffective by subsidization of the 
antisocialist rural population. 

These defects are counterbalanced by a mass 
of valuable and original statistical and historical 
material—for example, the computation of 
Austria’s national income for 1928 and 1929 
(pp. 207-8), patterns of Central European trade 
(pp. 65 ff.), and a large mass of data on indus- 
try, banking, and agriculture in Danubian 
Europe. Since good factual information about 
economic conditions in this region is scarce, this 
book is a welcome contribution; and its useful- 
ness as source material is enhanced by the fact 
that reliable measures of economic conditions 
in this area will probably be unavailable for 
some time to come. 

Bert F. HosE.itz 
University of Chicago 


The Issue of Compulsory Health Insurance. By 
Grorce W. BACHMAN and Lewis MERIAM. 
Washington, D.C.: Brookings Institution, 
1948. Pp. ix+271. $4.00. 

The Issue of Compulsory Health Insurance ap- 
pears at a time when the discussion of this con- 
troversial subject has reached a peak of inten- 
sity both in public hearings before congressional 
committees and in agitation in professional 
journals and the daily press. Whatever position 
one may take with respect to the various pro- 


* Compare Hertz, pp. 215-16, with Colin Clark, 
The Conditions of Economic Progress (London: 
Macmillan & Co., 1940), pp. 132-34. 
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grams which have been promulgated, he will 
find the statistical data and analytical frame- 
work presented here useful in clarifying some of 
the problems which arise in connection with cur- 
rent proposals. 

This book is an elaboration of a report pre- 
pared by the Brookings Institution for the 
chairman of the Senate subcommittee on medi- 
cal care in the Eightieth Congress. The isswe is 
the appraisal of the relative merits of the two 
major proposals before the country: one, a plan 
which largely limits public responsibility for 
medical care to adequate services to the indigent 
and leaves to others the task of arranging for 
their own medical needs, either on an individual 
basis or with the aid of voluntary prepayment 
plans, with compulsory health insurance con- 
fined to plans set up independently by the 
states. The other plan, incorporated in the 
Wagner-Murray-Dingell bill, would establish a 
compulsory system of health insurance on a fed- 
eral-state co-operative basis. The first plan re- 
duces government regulation of health agencies 
and medical practitioners to a minimum; the 
second entails a considerable degree of federal 
control over state agencies and imposes regula- 
tions upon those physicians who elect to prac- 
tice under the plan. The Brookings report ar- 
gues for the first plan and against compulsory 
health insurance. The genuine enthusiasm of the 
authors is for the status quo medical practice, 
with an extension and improvement of free serv- 
ices for the medically dependent, and experi- 
mentation with voluntary medical insurance 
schemes. 

Part I is devoted to a statement of issues, 
analyses, and conclusions. Part II reviews medi- 
cal needs and the adequacy of services obtain- 
able as shown by (1) mortality and selective- 
service statistics, (2) the data collected by the 
committee on the costs of medical care and by 
the National Health Survey, and (3) investiga- 
tions of the capacity to pay for medical care and 
of existing personnel and facilities. 

The argument runs as follows: Under the ex- 
isting organization of medical services in the 
United States, medical and sanitary science has 
made remarkable progress when tested by mor- 
tality and morbidity rates and increased life-ex- 
pectancy. Furthermore, present medical care 
compares favorably with that in other medically 
advanced nations prior to World War II. 
“There is every reason to believe,” so say the 
authors, “that these trends will continue un- 
abated under our present system of medical 
care... . The advances in health . . . that have 
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been made . . . in the past four decades do not 
suggest basic defects in the American system.” 
The poor health record of nonwhites is not due 
primarily to lack of adequate medical care but 
to the low economic level at which they live. 
These submarginal conditions are to be met not 
by federal subsidies to social services but by the 
more radical methods of improving the produc- 
tive opportunities in retarded areas and by 
emigration. The nub of the argument is that 
“the large majority of American families have 
the resources to pay for adequate medical care 
if they elect to give it a high priority among the 
several objects of expenditure.” The medically 
indigent are typically “elderly, impaired, or 
underendowed, or are widows or deserted wom- 
en or their dependents”—categories not likely 
to come within any insurance system. For these, 
public medical services are indicated. But for 
people with ability to pay, i.e., the great majori- 
ty of the population, a wise policy will “leave 
them free to determine for themselves what 
medical care they desire and whether they will 
pool the risks through voluntary arrangements” 
(pp. 68-69). Compulsory health insurance is 
expensive and cumbersome from the adminis- 
trative point of view; and it is likely to impair 
the relationship between practitioner and pa- 
tient and hence the quality of medical service. 

It is not possible to argue here the issue of 
health insurance. Those who disagree with the 
authors’ conclusions will find no dearth of pub- 
lished material to support their views;' those 
who agree will find useful the argument devel- 
oped here. A perusal of the book is bound to 
stimulate thought and enlarge knowledge. It 
may be noted briefly that some of the crucial 
arguments for compulsory health insurance 
have not been met, e.g., the argument advanced 
by Professor Pigou in connection with old-age 
pensions that, though it may seem reasonable 
that people should provide for all the needs 
which may arise in a lifetime, the evidence 
proves that many of them do not. Also, inas- 
much as voluntary insurance is recommended 
as a major alternative to compulsory health in- 
surance, a section presenting the results and 
analyzing the problems in this field would have 
added weight to the authors’ recommendation 
for increasing the scope of these services. 


HELEN FisHER HOHMAN 
Evanston, Illinois 


t A critical reply to the report written by Michael 
M. Davis and Dewey Anderson has been published 
as a Committee Print of the Senate Committee 
on Labor and Public Welfare (80th Cong., 2d sess.)- 
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